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Foreword 



Publication of this revisicHi erf CiMlege Oi^ 
University Business Administration carries for- 
ward into a new time, and in an entirety 
way« aif clfon that has been erf lingular signifi- 
cance to higher education and one that the 
American Council on Eduction views with 
understandable satisfaction. 

This revision is Pressed to a new era in 
higher education mam^ement ami to a fiibire 
that certainly wiii bring more changes than we 
now can see. Vet the authority of Cdte^ tmd 
University Business Administration ^rings 
from a most interesting past in which ^rtain 
d«.ilscated college and university busii^ss offi- 
cers, for whose vision and initiative we still are 
grateful developed studies of management prin* 
cipie that were published by the American 
Council. Two of my predecessors were writing 
notes such as these wt^n the Council prodimrd 
earlier editions of this work. President Arthur 
Adams prepared the forewords to tl^ original 
volumes of 1952 and 1955 and President Logan 
Wilscn tlK* foreword to the single-volun^ re« 
vision of 1968. Now I, looking l^k at this his- 
tory and ahead to the new needs and (4>ligations 
of college and university management, can try 
only to contribute an additional persj^ive. 



The new College uml University Business 
Administration is {nrirfished, as it will 1^ l^re- 
after, not by tl^ An^riean Council but by the 
National Association of Ccrfl^e and University 
Busimrss Oflkers. I think this altogether a|^HO« 
priate, fm it is in tl^ profe^icmal fteki rq?re- 
sented by the NatiCMial Association that so large 
a part of management exf^rience is to be found 
ami it is there that the professkmal focus prop- 
erty tHZkHlgS. 

With this wlufl^ tl» AoKrican Council on 
Edi^tion now tranters to tite National Asso- 
ciation a rei^xMi^bility in which the Cmincil will 
omtinue to have a large interest. Thh revision 
is published at a tii^ that h^f^r education is 
striving as never befc»i^ to i^hieve greater 
effectiveness in the mani^en^t erf its re^r^ 
The times call for a professional referei^ (k- 
^^Med to management priiKiples: tf^ number 
institutions of the CcHincil will look to the 
College and University Business Administration 
for gu'^ance in this important fieM. 



Roger W. Hews 
President 

American Council on Edwration 
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Preface 



Tm^ M w f niiioN of Ci^llcKe and University 
Business Aiiministrmhm \s in direct \mfi of 
dcMxnt from publications that occupy a special 
place in the literature of higher education mimtnis* 
tration, The earlier volumes that established the 
title not only have been used for years by alleges 
and universities as their oun basic references in 
the fteki of management, but are cited in the codes 
and regulations of many states as proper authority 
for the design erf financial accounting and rcfKirting 
systems of uc;uJemic institutions. The present edi« 
tiim is of that pedigree. 

The texts herein are far more« however, than 
mere revisions of earlier works. There is the same 
dedfcafion to kiemification and statement of man- 
agement principle, hut in other respects this O?/- 
liiie and Vniversity Business AdministratUm is 
something almost entirely new — new in sponsor- 
ship, ill scope of covvrage. and in breadth of pro- 
fessional contribution. Its publisher is the national 
associaiiim that reprjrvnts the professional interest 
in management; it touches many topics that were 
unfit recently unkmrnn or only lightly considered 
in the higher education context; and fmaliy. this 
edition has had in its development the assistance 
of more persims than ever was possible before. The 
authority of the text thus is not merely inlKrited, 
it is enhanced. 

A CfrANcr at thf BFrfiNNiNos 

The effort for improved business administration 
of eolieges and universities in the United States is 
sn outgrowih of several developments: (I) the 
movement toward efficiency, which affected ail 
aspect^: of of^ani/ational activity, beginning atK>ut 
IKVO, (2) the iiKreased interest and activities of 
businessmen In higher education. (3) the grcmth 
of the accounting prcfession, and (4) the survey 



movement, which evolved into the ••self-survey** 
and the mmlem, !ntrosiHxti>« ••management by 
objectives." SiiKc the ISVOs, certified public ac- 
countants have been active in htgl^r cducatk)n, 
and many have been acti^'c in seckii^ ••generally 
accepted standards** in odlegcs and universities. 

Two vcf y succesf^ui businessmen were outstai^i- 
ing in theif continuing intea^ aiui philanthrc^y: 
John D. Pockefelier, Sr. and Andre\v Carnegie. 
Mr. Rockefeller was especially intea*stcd in the 
seoHid University of Chicago, beginning in the 
{890s. As a a*sult, that university was one of the 
first to have a •"business manager*"; it also had one 
of the first •'aiKJitors." This was Trevor Amett, 
whi) published the first unit costs in higher educa* 
tion. He also wrote what is considered the first 
generally accepted book in the field. College and 
Vniversity Fittum e, published by the General Edu- 
cation Board in 1922. Copies were sent to eveiy 
college and university in the country. 

Mr. Rockefelkr developed a practice of inviting 
the officers of the University oi Chicago to discuss 
tin: university*s plans for tl^ following year: what 
funds wen? expected, their sources, and their pur- 
poses. This was one of several forerunfwrs of bi^- 
geting as it is practiced today in colleges and uni- 
versities. The Gerurrai Education Boaixl, created 
by Mr. RcKkefeller provided the funds to write 
and publish the interim and final refK>rts (rf the 
Morey Committee ( 1 930- 1935). Later, the 
RcKkefeller Foundation proviikd funds to supiwt 
the work of the committee that compiled and pub- 
lished the first College and University Business 
Administration ("Volumes I and IP'). The various 
Rockefeller fouinlations have steadily supported 
the ^'fforts of eolieges and universities to achieve 
better business ^ministration. 

Andrew Carnegie, in the early 1900s. developed 
the C?»rnegk! Foundation for the Advancement of 



Teaching, ami M?icctcd Dr. Hcni^ s. Pritchctt, 
PrcMifent of the Massachusetts institute of Tech- 
mAogy, as xh: ptvsiOcm of this fouttdation. One ctf 
Dr. Pritchctt's first steps was to seek a definition vS 
a **cofkge or univck'sity/* aiui soon after this he 
initialed otK* of the first ef!icieiKy Mtdk% of si^h 
an institution. Morris Lleweliy^ Cooke* of¥s of tlm 
outstanding **efficieiKy expens" of that time, ad- 
ministered the program* which included a oml 
study. About tl^ same time. Dr. Pritd^tt provickd 
his auditor, Harvey S. Chase, C.P.A., <rf & 
with a number kA financial nefKirts ctf ccrilc^ 
universities in an effort to develop a stamiaro «orm 
for reporting the tinaiKia! fi^ts of these institu- 
tions; pamphlets resulting from this study were 
published in 1910 by the Camque Foundattm as 
*^Standard Forms for Fimuwial Reports d Col- 
leges, Universities, and Technical &hods/* This 
foundation thus sponsored tl^ first endeavor to- 
ward standard reports, as well as the fim survey. 

The Carnegie Foundation supported the Edu- 
cational FinarKC Inquiry Commissi(m of the Amcf'- 
ican Council on Education in 1 92 1, resulting in a 
thtrteen-volun^ publication in 1925. It supported 
the Morey Committee, b^inning in 1930, the 
wori of the CounciPs I inancial Advisory Service 
in the late 1930s, and together with the Rockefelkr 
Foundation, it fumtsf^d funds to the National 
Committee on the Preparation of a Manual on Col- 
ics^ and University Business Administration 
(known as the Manual Committee). 

Since the 1890s thrre been many studies;, 
publivhed and unpublislmif on college and univer- 
sity administration and costs. Beginning in 1913, 
the U.S. Office of Education was a k*ader in the 
survey movement, from which numerous cost 
studies were devebped. of these, in 1929, 
was the monumental survey of land-grant colleges 
and universitie^i. Thi?i led Dr. Arthur J. Klein, who 
was chief of the Division of Higher Education of 
the U.S, Office of Education, to press for some- 
thing resembling standard practices in accounting 
for colleges end universities. 

As a result, and in res{K>nse to growing ckmands 
from colteges and universities for autfK>ritative 
guidaiKt in the accountii^ and reporting fKrld, the 
American Council on Education organized in 1930 
a National Committee on Standard Reports for 
Institutions of Higher Education ( the Morey Com- 
miuee, mentioned above). Chairman of tin? com- 



mittee was a man wklely acknowU^dj^ as a leader 
in the pn^es^on, Uoyd Morey, Com{Hroller (at^ 
later President) of the University of Illinois, who 
in that same year publtslmi his own fHcmeerii^ 
textbook, Umversity mid OHlef^ AtxiMmting. 

Dr. Morey ap|K>inted Thad L H ungate. Comp- 
troller of Teacl^rs Cotlc^, Columbia University, 
wIk) had worked with Trevor An^it, to examii^ 
ai^roximatcly 103 rimtiH^ial reports frrai in^itu- 
tions of higtwr education. Thb WOTk was {Hibllsl^ 
by the committee, ami also served as Mr. Hun- 
gate\ masters tl^s at Teacl^rs College. The 
committee then iMiUcd a series of (^mphlets on 
various aspects of college and university account- 
ing. One listed as author W. B. Franke, C.P.A., 
w1k> hi^ a large pr^ke among collets and uni- 
versitfcs. This pamphlet, 'Suggested Forms for 
Internal Financial Reports of Colleges and Uni- 
versities," was Bulletin No. S, published by the 
National Committee in 1932. Three other C.P.A.*s 
joined Mr. Franke in this study: Lkiyd Morey: 
Gail A. Mills, who had helped Dr. Money write his 
book, and who later was tote the long-time Comp- 
troller at PrifKcton University; and F. L. Jmrkson, 
who for many years was Vice President and Treas- 
urer at Davidson Colle|^. 

As th: onnmittM worked, it was increasingly 
in consultation with representatives of the Associa- 
tion of American Colleges, ti^ Amerkan Associa- 
tion of Collegiate Rcgi^rars, and other organiza- 
tions. The committce*s final re{Kirt, Financial 
Rf parts for Opileges and Universities, was pub- 
lished by the University of Chicago Press in 1935. 
The editorial committ^ erf this publication was 
composed of Lloyd Morey; E. S. Erwin. of Stan- 
ford University; atul GeorgN? E. Van I^kc, then 
a graduate stiHient at the University of Chicago 
atKi a former student-employee of Dr. Morey*s. 
Tlw committee not only pnxli^ed \hc first set of 
"standard** guidelines, tnit fainted to ottwr ways 
in which professional guidance might be prnvi(k?d. 

Following publication of Financial Rei^frts, the 
Amerkan Council on Edi^ation c^abUshed a 
Finamrial Advisory Service, a consultative ami ref- 
erence project (mentioned abow in reference to 
the Carnegie Foundaticm). First admmistrator of 
the Service was Ckorge Van Dyke, who was fol- 
kwed by J. Harvey Cain, long-time Comptrc^ler 
of the Catholic Univer^iiy of America, and otters. 
Twenty-one pamphlets were puMishcd under tlw 
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auspkvii of the Service, which uf»cratcd until t}^ 
uilvcnt of World War 11. 

Much of the impctuis fiv improvement erf man- 
agement pnMrtfccK during thi)^ periixi came fitm 
the two regiimai ussociatkit^ erf cdiege and unj- 
ver?iity buMnens officers th:n exiting: the Central 
A%MHriafk>n (then the Asiiiociaiion of Bu^neiisi 
Ollicers of tlu: Slate Universities and Colleges of 
the Middle West), oigani/cd in 1912, ai^ tite 
Eastern AsMKiatk>n (then the Association irf Uni- 
versity and College business Ofliceni of the East- 
em Slates K organized in 1920. The members of 
these asscK'iafions were drawn ti^ether by a cmn- 
mon need to discover generally acceptabk ground 
rules for conducting business and financial affairs. 
Such interests, thus germinating, wouki grow in tlw 
ensuing yeani into the far moa* ebborate and 
sophistkrated pnrfessional pn^rams that wouki 
required to cope with probkms of management In 
an entirely new age. In this movement the Ameri- 
can Council was a centralizing force. Long before 
thea* was a national organization of business 
oflkcrs, the C4>uncil was the rallying point for 
those leaders of the pnrfessk>n whi>, sharing their 
kmnvledge and experience, contributed voluntarily 
to devek>ptng ihc studkrs of management principle 
of which the Council was spcmsor and publisher. 

riir Si \RCII f4)R MASMiiMf V' PRiNC'IPLF 

It was in this perkxl that < V*//i%»r and Unh'eniiy 
HHshu'\^ AitminiMraiioft was ct^nceived. The 
authority of Unamial RefH^is was unquestk)ned. 
liul the success of that guicfe suggi*stcd that there 
might be devek>ped a publkratkm rf )»inii{ar authw- 
ify. but broader in scope, touching alt major areas 
of business ami financial administration. The ques- 
tion was discussed at the 1937 meeting of the 
Central Assivtatton of College and University 
Business Officers. In 1938 representatives of fmir 
nrgk>nal ass4H:iutions — the Central and the Eastern* 
the Southern, which had been oi^nized in 1928, 
and the Western, organized in I936~met in Pitts- 
burgh to form a body called the National Commit- 
tee on the Preparation of a Manual on College atkl 
University Busirwss Administration. The chairman 
was J. C. Christensen. of the University of Mkrhi- 
gan. The movement thus begun continued during 
Workl War II with the support of grants lo ll^ 
Amerkran Council, in 1942 and 1943, by the 
Carnegie Foundation. The four regk>nal associa* 



tRms also COTtributed to the futKi, asdkl tik! A^o- 
ciatkm of Business Oflkers in Schools for Negroes 
(later tl» Amer^n Assodatkm of Coiic|u; ai^ 
University Busim^ (X!m?rs) that hml tk^ organ- 
ized in 1939. Through such an essentially infotmai 
mobtlizatkin xhc gnnindwork was laki for activities 
that wouki foik>w Worki War 11. 

In 1946 Himi L. Hungate*s (tocloral dts{»;rta- 
tkm, Hmming the Future of Hlfif^r Education, 
was published by Columbia University. Included 
in this work was a ikw unit: cost dl pi^essicmai 
instructKMi. In 1950 Harwy ^r€r*s im^r's 
thesis, umkT the direcfkMi of Lloyd Morey, was 
published at Urtmna. This was a comparative stwiy 
irf the Moa7 Committee*s rccc^imcndatkms and 
the financial reporting practk^ in 1948. Also in 
1950. Mr, S^rer was af^nted by the Manual 
Committee to revise tlu; 1935 vdume Finmwial 
Reports in the light of his findings; his work for tt^ 
committee emkrd with Volunw I. 

Thf. ORiGiNAL "Volumes I and 11" 

The wofic of the Natkmal Ccmimittec on tf^ 
Preparation a Manual proceeded fix>m the date 
4>f the first grant, 1942, until publkratkm of College 
and Ihmrrsity Bumrwsx AdmMstratkm had been 
cimipkted by the American Council in 1955. The 
manual was in two volumes, \W first, published in 
1952, covering the principles <rf finaiurial account- 
ing and reporting and xhc second those (Hher 
a^pects of colkge and university management 
ckarly within the nralm of the busii^ss ofKcer's 
interest aiul resfKuisiMlity. Not surprisingly, the 
publkatk^n was univen^lly referred to in tin? pro- 
fesskm as "the manuar or **VHum€S I and II.*" 

Associated with the devetopment of Volumes I 
and I! were persons who had 8chie%^ or would 
attain {Kisitsons of professkmni k^rship. Tlunnas 
E. Biackwell. then \kc Chancelkrr and Treasurer 
of Washington University, was apfKMmed editor in 
1946. Arthur W. PeterscNi, Vkre President for 
Business and Fmance at tl^ University of Wiscon- 
sin, repn:s(*nted the Amei^n Council as chairman 
of the Executive Ccmimittee, tf^ original memt^r- 
ship including Lloyd Morey ami E. S. Irwin; L. H. 
Foster, Jr., Tuskegec Institute; A. M. Graham, 
Winthrop College; and A. S. Johnson, Rutg^m 
University. Later, during the preparation of Vol. 
ufiiw IL the membership included E. S. Irv in and 
L. H. Foster. Jr.; John F. Meek, Dartmouth Col- 
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lege; W. T. Mtddlcbrook, the UiuvcrEiiy oi Min- 
nesota; ami Clansi^e Schci^, Tuiane University. 
Ralph S. John«i IwsKled a f^nreml ccmunittee cS five 
trtm the American Institute d AcccHintants (now 
the American Institute irf Certified Publk: Ac- 
countants) that provifted ccmsultMion on i^cmint- 
ing aiui aiJtting. Mr. Black>%i:irs Editorial Com- 
mittee for Volume II iiKiuded Mr. Mkidkbroolu 
Mr P:terson. ami Geoip: Van Dyke, tlurn Assas- 
tant Comptroller of the Rockefelter FcMindatim, 
whii ^tHild himself sen^c as Editor wl«n tfw time 
came to revise the volumes. < Far more comprehen- 
sive acknowUrdgments ot all who ccmtributed to 
these efTorts will be found in tl^; prcf;^s to tf^ 
Vi^umcs. ) Expenses of executive ccrnitnittee q>era- 
tions were defrayed by ih: Commission or Fimu^- 
tng H^her Education, an ofiiani/^ticm ^xmsoned 
by the Association of Amer^n Universities and 
financed by grants from the Rockefelkr Founda- 
tiin and the CaiiH:gie Corporation. 

The First Riivision: 'TUBA (1968)*" 

The time for revision arrived shortly. There had 
come into existence in 1956 the National Fetkra- 
tion of College and University Business Ofiteers 
Associatk^ns. predecessor to the National Asmcia- 
tion. and by 1959 the Board of the Federation 
formaily avr^ntzed the need to Cfvate a mecha- 
nism for revision. In 1960 a national committee 
wa% established under the chairmanship erf Dr. 
Sclwps. but it was ma until 1964, wlnm financing 
tituilly was iihfained by the American CcnifKil. that 
. (he new group could proceed. Finam:ing during tlu; 
course of the project came from the Amerkran 
(\HifH:it itself, from the Amerkan and regional as- 
MKiatk^ns of business oflkers. the U.S. Office of 
Education, the Teachers Insurance and Annuity 
Association, the Internaiionai Business Mi^hines 
Corporation, and tte General Electric, Slu?ll, and 
United States Steel Foundations, 

The Scheps group was caik^ the National Com- 
mittee to Revise Vdumes I and II, Collef^e and 
University Biw'ptess Administratitm. Mr. Van Dyke 
was appointed full-time editor, serving thus until 
his retirement in 1966, when he was succeeded 
briefly by John M. Evans, of the Uni\wrsjty of 
Connecticut, who was throughout tin? chairman of 
the Editorial Subcommittee. Members of the sub- 
committee were Kenneth R. ErfTt, Duquesne Uni- 
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versity; Rol^m B. Gitmorc, California Institute ctf 
Technology; R. W. Kettier, State University of 
^:ew York; Un^ J. ^rtrid£^\ Jc^s Hc^kins 
University; Fred S. Vorsang^r, Amerkran Cinincil 
im Educatiim; and Dr. Setups. natH»iat cimi- 
mittee hself was cimpwed smie thirty tnisiness 
officers, consultants, and representatives ctf other 
organizations incli^f^ the An^rkan Institute of 
Certitied Public AcccHintants aiul the U.S. Office 
of Edi^tiiMi. 

An early decision of tt^ national committee was 
to combine into a single vcriume the new revision 
of VcriunKs I and II. Many business oflkers pro* 
vided drafts 61 cha|Mers aiul soiies of others con- 
tributed readings and comments. This work went 
forward for three years. The Editorial Subcommit- 
tee, haiHlling drafts and manuscripts, met monthly 
on weekends frrnn May 1964 to March 1967, and 
while the costs of c^nitions were covered by out- 
side wpport, the time and effort w^*re wlunteervd 
by ^Mnminee numbers. Tl^ single-volunH; revi- 
sion w^s {HiMished by the American CouiKtl In 
1968. It became known alnost at ofKc as "CUBA 
(1968)." About 17,000 copies were sold before 
the book went out of print in 1973. 

The Second Revision: 'TUBA (1974)*" 

TIh; Naticmal As^iatiim*s office was established 
in Washington in 1967, some months before the 
1968 revistcm was pubitsbed. Alnr^y it wascteariy 
recognized that furtl^r revistcm should antici- 
^ted, perhaps in five years, ami that tin; imtional 
office now provided an operating base of a kind 
that had not existed before. Even then there was 
the hope that the NatiiHial Association could be- 
come tte puMislKr of future reviwms. but the 
professional machinery firM hiKi to be or|^nized. 
Ac^idingly, National Prestdem James J. Ritters- 
kamp. Jr. appointed a new Committee on tin: Re- 
vision qX tt^ Manual uncter xhe chairmanship of 
Robert B. Gilmorc, Vke Prcf^nt for Business 
and Finar^ at Caitech. 

By 1971 the Manual Revision Committee had 
developed certain general procedures fur ttw prep- 
aration of materials. Tl^ drafting of preliminary 
texts was given to those prc^essional associations 
or National Association committees having pri<* 
mary interest, experieno;, or authority in the 
various management fields. These associations or 
committees were invited to assign authors to pro- 
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ductf draft text*. When the drafts were submitted, 
ihcy ucrc nivcn a ptviiminary evaluation 1^ volun. 
lary gnnips appointed to serve as short-term stib- 
tfommittees irf the Manual Revision Cooimittee. 
each to deal only with its parttcular saibject. and 
many including in their membership a ctmsultant 
from miitiide the eolle{(e and university field aho 
participating %t»luntarily. When the manuscHpts 
were further revised, the texts then were exposed 
to sixty to eighty business officers. Manuscripts 
i»Hnpieting such exiHtsute were »ljusted as neces- 
sary and forwarded, finally, to the Na:ional Asso- 
ciation's Board of Directors for approval for 
publication. 

Because of the central importance of tlw finan- 
cial accounting and reporting functions, there had 
been, since th» time of Volumes I and II, clo« 
liaiMW between the college and university busii^ 
professional ami members of organiaations repre- 
senting eenitied public accountants. By 1970 the 
Natiiinai AsMwiation had established its Account- 
ing Principles Committee, design«i to becmne In 
tlw college and university field the equivalent <rf 
the AICPA's former Accounting Principles Board. 
This committee, headed first by Gilbert L. Lee. Jr., 
of the University of , Chicago, and later by W. 
Harold Read, of tlw University of Tennessee, per- 
ftfrmed a most important early service by estab- 
lishing a close working relationship with tlw 
AICPA's Committee on College and Univer^y 
Accttunting and Auditing which, under the chair- 
manship trf Daniel D. Robinson, of Peat, Marwick* 
Mitchell & Co., was developing a new AICPA 
guide, Aiiditx of dpllfges and Universities. 
I lirough the Accounting Principles Committee and 
through its liaison representatives to AICPA, Dr. 
Scheps ami M*- Gilmore. tlw Natitniai Association 
pariiciputed in the eariy drafting of the fiuidc. and 
in 1972 assisted directly in the exposure (rf the 
draft text. When the AICPA guide was published 
in 197.^, the text so closely reflected a general pit»- 
fcssional consensus that copies of the publication 
were distributed by the National As.s«;iation to its 
members. 

In preparing to assume responsibility for puWi- 
catk^n of College and University Business Adminis- 
tration the National Association faced first the 
challenge of nn>bill7ing professional resources, then 
the Ics.'; familiar tasks of organizing staff, proce- 



dures, and support for publication itself. In each 
of these fields it had a truly magnlfkent assistawe 
and cooperaticHi. 

Pr«tfess^ial participation was very broad. AU 
d( the Association's "program" aHmnittees — those 
deaiii^ with specific areas of management concern 
or levels of institutitmal interest — ««re deeply in- 
volved in tte paxxsscs of developing or evaluating 
manuscripts. The four regi(Hial assodatkms were 
similariy engaged, not only in the exposure of 
manuscripts but in oiganiztng discussions at annual 
meeting) vad workslK^ of substantive issues re- 
lated to ao»NiPting and aiKiitii^. Further, fourteen 
associations havirg interests in tlw fieki of colte^ 
ami univenMty business were directly engaged in 
the preparatitNi of manuscrifMs or in evaluating or 
exposing the manuscri{Ms finally produced. 

From 1969 until 1973 the resp<Nisibility for dc- 
vekiping and recomnwnding publication f^s 
rested primarily ufMNi tlw Manual Revisicm Cwn- 
minec umler tlw chairmanship (tf Mr. Gilmore 
with the counsel of the l^iWications Committee 
under the chairmanship ai Vin^nt Shea, tit the 
University of Virginia. In 1973 these two commit- 
tees were combiiwd into an enlarged Publications 
Committee headed by Kurt M. Hertzfeld, of Am- 
Iwrst College. It was this ccmmittec that puslH?d 
to conclusion the review of manuscripts and tlw 
final act of {NiMwation. 

The long process of preparation was one neces- 
sitating special supi»rt, finaiwial and otherwbe, 
that tlw Asstwiation was ill-equi|^wd to provide. 
The financial support came in tlw form of ^wcial 
awards by the Ford Foundation, the United States 
Steel Foundation, Inc., and the General Motors 
Corporation, and for this as^staiwe tlw Associa- 
tion and its nwmber institutions continue to tw 
grateful. This gratitiKic will be shared, certainly, 
by all who find in Ct^lege and University Business 
Administration tht, managenwnt assistaiwe it is 
designed to ofTc^ 

Elsewhere in this text tlwre af^r the nanws of 
persons, committees, and associatiois omtributing 
to this effort. In ackmiwkdging their woric tfw As- 
sociaticm is aware that there arc otfwr persons who 
also have in some way lent suf^Km. aJvice, ami 
encouragement. Thanks go to them, too, wUh Ih.. 
assurance that tlw:r interest ahvays will be wel- 
come. There still will Iw much to do in the fu*»jre. 
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THE ADMINISTRATION of coHcgcs and univer- 
sities and the management of tl^ir resourm 
are fuiKtions which, although tl^y call for all the 
skills rnd qualities of judgment a)mmon to man* 
agement in other fields, neverthetoss are funda* 
mentally and necessarily different in es^ntial 
forms and motivations. 

The difference stems frcmi the nature of the col- 
lege or university as an institution of importance 
to society and to which there is an inherent public 
commitment. The differei^ is subtle and tf^re- 
fore frequently overlooked. Any college or univer- 
sity, whether it is ^'public'' or "private*" or whether 
its support comes from any imaginable ^mbina- 
tion of appropriations, capitation grants, gifts, 
tuition, investments, or endowments, is a unique 
management entity. It is unique in that the "user'* 
of its product, tlv student, is not exf^ed to pay 
ail of its costs and that resources are expected to 
expended as fully as is fusible, judiciously, to 
achieve educational gcmh. The dilTerence is some- 
thing more than that the a>llege or university is 
^^nonprofit*" and thus is not asked to earn profits 
for owners or shareholders. Society^s commitment 
to higher education is a mandate to the institution 
to use its resources for purposes of great social 
importance. Tlu? task of college ami university 
management is to insure the wise and most effec- 
tive use of resources for such pur{H>ses. 

In a Changing Environment 

The environment in which colleges aini univer- 
sities function must be considered in a discussion 
of their administration. Tlu: changes of r^nt 
years in higher education were caused by many 
f^ors, among tlK*m inflation and a reduction in 
tl^ rate of enroling! growth. 

Prior to World War 11, the United States never 
experienced a sustained general ri^ in prices with- 



out later experiencing a commensumte fall in 
prices. Existing price data suggest that the average 
annual 03mp<Hind increase in pri^ frcnn about 
1820 to 1913 average around two-tenths of (me 
percent. The price rise in Worhi War I was fol- 
lowed by price decreases that rcKhed tl^r nadir 
in the 1930s. No such ckcrease fdlowed the pr^ 
increases of WorkI War H. Rather, except for 
moderate inflation during nsost d the 1950s ami 
early 1960s, inflation gei^rally has grown progres- 
sively more acute. 

Higl^r education fai^ (KM)riy in times of infla- 
tion; incrc^s in revenues invariably lag behirKl 
increases in cost. Educational instituticH^ thus are 
hard pressed merely to *'keep up** in terms of 
claims on real revenue. At issue is whether higher 
education ran thieve significant ii^reases in pro- 
di^tivity. &}me argue that effectiwness and eeo- 
ncmiic efficiency are antitl^ttcal to an educati<mal 
environment. One point, however, is ^ceptable to 
most: given the prospect of contim^ inflaticHi ami 
growif^ ccmipetition for scarce resour^ produc- 
tivity ^ins may be important to tl^ survival of 
many a)lleges and univer»ties. 

The declif^ in the rate of enrolhnent growdi in 
the eariy 1970s was greater than predicted most 
of the experts* This declme may indkate a signifi- 
cant, long-term change in the praportion of young 
{m>pfe in higher eduration. It may u^kate a fun- 
damental change in the nature <tf ^ucaticm beycmd 
the secondary level ur it may <mly a temporary 
deviation in tr^itional educational patteim 

The enrollment growth pattern is an important 
phenomencm with whkh cdi^tional administra- 
tors must reckon. Powerful pressures for uistitu- 
tional growth o^urred m tl^ late 1940s ami c<m- 
tinued through tl^ 1960s. The response of tl^ 
nation*s coltoges and universities was dramatic: the 
capacity crisis was n^t and students were a«:om- 
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miHiatcd. The price of this expansion, however, 
was that many institutions became burdened with 
fixed charges in the form of heavy bi^nded indebt- 
edness and other recurring c*ligations. Geared for 
additional grvnvth that did not materialize, they 
were caught short by the decline. Unless the 
decline in growth is temporary, it could threaten 
many institutbns that have excess capacity. 

At the least, analyses of denn^raphic and 
enrollment data suggest that institutions of higher 
education should plan for the future on a compre- 
hensive and continuous basis. The outlook for 
enn»llment (coupled with that for inflation) makes 
control of resources in higher education an urgent 
matter. Prk>riiies must be established in light of 
these realities, and good administration am 
increase the opttons open to institutional policy 
makers. 

iNSTITUTiONAL ORGANIZATION 

A college or university is a diverse community, 
comptTsed of members such as students, teachers, 
lesearchers, administrators, secretaries, techni- 
cians, salespeople, groundskeefvrs^ ami custcniians. 
Each person in this community is related, directly 
or indirectly, to one or more of the primary func- 
tions of the institution — instruction, research, or 
public service — and every policy decision made by 
the managers in the community shouki be weighed 
in terms of how it affects these three functions as 
well as other pertinent aspects of the institution. 
An institution's form of organization shoukl be 
determined in a manner that will most efficiently 
and effectively enable it to achieve its mission. 

The Governing Board 

The apex of the organization is the governing 
board. The powers of the governing board arc 
contained in the charter or in the kgislative acts 
establishing the institution. In publk institutions 
board members usually are appointed by the gov- 
ernor of the state or tlu! parent governmental hwly 
and in some ca?^*s they are elected by popular 
ballot. In many private institutions the board is 
self-perpetuating, although some memlK?rs may 
ekcted by the alumni or by affiliated professional 
societies. In church-relaied institutions, the mem- 
bers often are elected by the legislative body of 
the religious denomination or are ap{H)intcd by its 



executive oflieers. The titles most commonly used 
for the gtnerning board are "board of trustees/' 
"biiard of govenH>rs/' and "board of regents/' 

The governing bi^ard has full and final respon- 
sibility for the conduct of operations of the institu- 
tion. This responsibility usually includes: 

1 . Sekctim and appointment of the president 
of the institution. 

2. ApjHiintment of faculty and administrative 
officers, on the anximmendation of the 
president* 

J. Approval of long-range plans. 

4. Determination of all major {K)licies. 

5. Approval of the t^^rating aiKi catritat 
budgets* 

6. Seeking the funds necessary to permit the 
institution to operate aiKt to fulfill its 
mission. 

7. Approval of legal documents. 

8. Representing the institution to the public. 

9. Acting as a final authority on institutk)nal 
matters. 

The President 

The president or chancellor, as chief executive 
officer, is responsible to the governing board for 
the administration of all affairs of the instirutum. 
It is the president who imptoments tK>ard ^tkms 
and provides leadership and stimulation for inno- 
vation and high morale in the institutional com- 
munity. He also supplies initiative and direction 
for ihs strategic institutional planning of programs 
and resource njquirements. It is his further nrspon- 
sibility to see that the objectives of the institution 
are coordinated, evaluated, and controlled. 

Although the president dek^gates authority to 
other officers, he may have one or more staff assis- 
tants for work that relates directly to his office. 
Assistants to the president may be responsibk for 
such functions as institutional research, consortium 
arrangements, legal counsel, legislative liaison, or 
communk:ations with the board. 

Thi* Administrative Officers 

Although no single form of organization applies 
to ail institutions, there arc at least four major 
fuiKtional areas to be administered in a college or 
university. These arc: (I) instruction, research. 
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and public ^*rvicc. (2) buninc^s and financial 
manajzcmcnt. (3) student sen ices and (4) insti- 
tuticHiai development, iiKiudtng fund raising, 
public ablations, and alumni relations. All of these 
ane intcriv!ated« and the goals of the institution 
will be achieved only if there is an awareness erf 
interdependence and a spirit of cooperation among 
the administrators responsible for these fuiKtionai 
areas. 

Not all institutions have an officer for each of 
these areas. In many institutions^ however, th»e 
oflieers are: (1 } a chief academic oflicer« usuaUy 
referred to as dean of the college, provost, or vice 
president for academic affairs; ( 2 ) a chief business 
oflken typically designated as the business man- 
ager, controller, or vice pnrsident for business and 
finance (or business affairs); (3) a student serv- 
ices officer, who may be identified as dean of stu- 
dents or vice president for student services; and 
(4) a development oflicer. often refenvd to as 
director of development or vice president for 
development (or community relations). Smaller 
institutions may effectively combine rcs]:H>nsibility 
for two or more functions in one person. Larger 
institutions may have additional officers for other 
functional areas, such as research or continuing 
education. The authority delegated to each oflicer 
is determined by the president and approved by 
the governing board, if not prescribed in the char- 
ter of the institution. 

The primary responsibility of the chief academic 
officer is to formulate and implement the educa- 
tional goals of fhe institution. He confers with 
department chairmen or deans in ttu: employment 
of faculty, in determining entraiKc and degree 
requirements, and in the continuing study of cur- 
ricula. In the university there may be various divi- 
sions, colleges, and schools, each headed by a dean 
or other academic officer. The director of the 
library usually reports to the chief juradcmic 
ofli^r. 

The primary res;K)nsibiiity of the chief business 
officer is to manage the business and fimincial 
affairs of the institution. He sets the style ami tone 
of the office and determines the bro^ {X)Ifcies of 
all institutional functions relating to busiiwss and 
finance. Above all, he is responsible for creating 
the systems and selecting and training the f^rson- 
net to make the systems work etiectively. The chief 



business officer is the financial adviser to the presi- 
dent and the governing board, and is often treas- 
urer of the corporation. 

The primary responsibilities of the student serv- 
iors officer include such actl^ties as admi^lons, 
student records, oninseling, health services, stu« 
dent aid. social and athletic pit^rams, student gov- 
ernment, student publications, fri^ment, and 
various aspects of auxiliary enterprises. 

The primary responsibility of the develc^ment 
offker is fumi raising, but in scHne institutions, he 
is also responsiUe for public relations, communica- 
tion with federal agencies, and alumni relaticms. 
Tl^se fufKtions include radio, television^ and 
newspaper coverage; institutional publications; 
homecomings; dedications; and mailings to alumni, 
foufuiaticHis, and corporations, with assc^iated 
record keeping. 

The number of persons reporting directly to the 
president may be more or less than the four officers 
responsible for the major functional areas. The 
major functions should be coordinated through an 
administrative group, typirally rompris^ of the 
officers who report to the president, often called 
the president's cabinet, which should meet at reg- 
ular intervals. 

The officers generally are considered to be 
appointed on a continuing basis, even though they 
serve at the pleasure of the president and the gov- 
erning board. Scnne beards reelect of&crs period- 
ically. They are not granted tenure in their admin- 
istrative positions, but may have achieved tenure 
by virtue of their academk positiOT, which they 
retain. 

Forms of Organization 

Any instituticHi of higl^r education requires 
some type of governing body and a chief executive, 
although ori;anizaiiona! structure varies a^rding 
to individual tradition, mission, size, and whether 
the institution Is a college or university, public or 
private, two-year or four-year. Some states have 
commissions of higher education that coordinate 
the administration of all state a>lleges and univer- 
sities and, in some cases, ctf private institutions as 
well. This ordinarily dws not affect the organi^- 
tional structure of the institution it^ff, which may 
employ either a unitary or multiple form of 
organization. 
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In the unitary form of organizati<Mi, which is the 
more common of the two types, authority and 
responsibility are ^ntralized in the president. 
Authority is delegated by the governing bc^rd to 
the pa^ident, who in turn delegates autlumty to 
officers responsible for major functional areas. 
These officers report to the president, who akme 
reports to the tx>ard. The chief busine^ offi^r 
works closely with such committees of the govern- 
ing board as the budget committee. Investment 
committee, finance committee, buildings ami 
griMinds committee, and those committees invo!\^ 
in long-range planning and construction. An offi- 
cer who works directly with the board in the uni- 
tary form of organization docs so as a representa- 
tive of the president, and at the presidcnrs 
discretim« 

In the multiple form of organization, offi<;ers in 
addition to the president receive a dekgation id 
authority from the boani, and report to it as wcU 
as to the president. Under this form, the chief 
business officer is re^nsible directly to tlw board 
for the business and finaf^al affairs erf the 
institution* 

A third form of oi^nizaticm is the OKxlified 
unitary form, in which the chief business officer is 
responsible directly to tlie governing bc^rd only in 
a fiscal reiK)rting capacity. For all other functions, 
he reports to the president. 

In addition to af^inting the presklent, tim gov- 
erning boards of institutions organized on t)^ uni- 
tary plan usually appoint the chief £K:ademic officer 
and chief business officer. In swh cases, tl^se 
officers should be appointed and terminate by the 
board only on the recommendation of the presi- 
dent. Whether or not they arc appointed fa^ the 
board, the chief academic offi^r and chief tnisi- 
ness officer should participate in meetings of the 
board, and the president should he permitt^ to 
invite other officei^ as well 

By working hamMmiously, the chief aracfemk 
officer and chief business officer can \k of immeas- 
urable value to the presicknt and the institution. 
They should work closely together on many tasks, 
such as preparation of tl^ budget, determination 
of faculty and staff levels, and i^w factUttes. Coq>- 
eration between the two officers can si^ificantly 
aid the presiden.t In long-range plaiming and allo- 
cation of resources* 



The Range of Management 

RESIH)NSiaiUTlES 

The lii^s of respcmsibility and the manage tx^nt 
specialties within tt^ institution's division erf busi- 
ness affairs are fcHimJ in varicNB forms aid bal- 
ances as instituiicms vary type ami by levels ami 
forms erf support and as oi^ganizational j^tteras 
reftect instituticbal needs with regard to tlK size 
of the ac^mic conmiunity, the and charwter 
of tl^ physical plant, tl^ gec%ny)lucal m omunu- 
nity environment, and even the institution's his- 
tory, tradition^ ami perKf^icm erf its role and mis- 
sion. The management Auction is re^Km^ve to, 
ami in a sense must tie together, all the interlocking 
elements erf institutional life. Tl^ functiem is a 
''business" function emly in die sense that it is con- 
cemed with management of and accountmg for 
finam:ial and physical resources^with the han- 
dling erf fumis and erf endowments arKl investments 
ami of expenditures for salaries and wa^s, for 
operatton erf tl^ physteal plant, for supplies ami 
equipment, for housing and feKKl services, and so 
on. Yet these arc the •^business"' elements essential 
to the institJtiem's existeiKe, ami thus the o^^r- 
riding responsibilities erf the divisiem erf business 
affairs are (I) to keep die accounts and make 
reports through which tin; te^ activity Incomes 
inteUigihle and (2) to bring to the administration 
of the college e^ university an intelligent and sym* 
pathetic awareness erf Ikw or whether resources 
arc being used to aelvance educatiemal ge^. 

No organization chart of tt^ divisbn wiU^ hi 
itself, set out clearly the n^asures of responsibility 
essential to sucwssful and effective management. 
The lines erf responsibility and authority will show 
primary relationships, but the effectiveness of the 
whole will depend, os in otter fields, upon tte 
leadership and upon the degr^ to whfch profes- 
sional skills are brought together in the service erf 
tte institution. TTierc may be one chkf busii^ 
officer, a "Vice President for Business ami 
Finance," for example, or two, a **Vice President 
for Business*' and a "Vice President for Finance.*' 
But there must be an essential unity in tte way 
affairs are conducted and t!^re must te partlcij^ 
tion by tlw offi^r or e^cers in planning ami pcriicy 
determinations. The **business*' organization must 
be so constructed that it links the various manage- 
ment sectors of the institutie)n ami, with trained 
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staff and with proper accounting and financial 
data^gathering systems, prcpanes itscif to give to 
the administration txMh information and informed 
counsel. 

The distimrtions between **busiiwss'' mana^- 
ment and 'linanciar' or "fiscaP management are 
not altogether clear and aiv, in fact, largely subject 
to institutional deflnition. The characteristic 
organization is one that combines in a single entity, 
under a single oflk^r, all or nK>st of the business 
and financial functions. It is in the large or com- 
plex educational organizations that separations of 
responsibility have become necessary ami ap- 
parent, so that some institutions or systems have 
separate offices for business managements for finan- 
cial management^ for budget^ for jH^rsonnel admin- 
istration, or for planning, each having re^nsibil* 
ities that touch the traditional ^'busii^ss'' fkld. 
Without reference to specific organi^tional pat- 
terns, however, the range of res^n^bilities in 
management may be outlined as follows: 

Administrative Managemem: Institutional plan- 
nii^, design and operati<m of managen^nt Mm- 
mation systems, fiscal administmtion of sponsored 
prc^rams, management of risk-reduction and 
insurance programs, legal servtws, man^ement of 
student aid funds, and administration of personnel 
programs, including faculty and staff benefits and 
labor relations and collective bargaining. 

Business Management: Purchase of supplies 
and equipment, mlministration of auxiliary enter- 
prises and service activities, devjlopn^nt of tl^ 
physical plant (operation, mainienaiKC, planning, 
design, and construction), and management of 
security and safety programs. 

Fiscal Management: Administration of endow- 
ment and similar funds, managen^nt of invest- 
ments, budget preparation and budgetary a^>unt- 
ing, internal control and audit, and institutional 
research and resource management. 

Finmcial Accounting atui Reporting: Develop- 
ment and maintenanra of the basic financial 
accounting and records systems md preparation 
of financial reports and analyses. 

If it is possible to sift from the foregoing the 
direct and primary responsibilities expected to 
as^med by the chief business offi^r, tte functions 
include these: 

1. Management of all finamrial operations of 
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the institution, includii^ design of ti^ sys- 
tems, preparation of reports, conduct of 
financial analyses, aiKl provision of appro- 
priate controls and audits. 

2. Participation with the president aid the 
chief academic ot^r in preparatkm of tte 
institutional budgets. 

3. Management of the physical {riant, routinely 
in its operatim and maintenance and, with 
other ofilicers, in planning, design, aid con- 
struction Visions. 

4. Managen^nt ctf personi^i pn^nuns. 

5. Management of purchasing, stores, and 
property control systems. 

6. Management, or financial control within 
institutional poUcy, of auxiliary enterprises 
and service cfejmrtn^nts. 

Although stucfcnt aid programs may adminis- 
tered by amHher officer, the business oflteer is 
resfKmsible for the custody of student aid and 
scholar^ip funds. Legal counsel often is assigned 
to his office. He may te, under polkks estaUisI^ 
by tl^ trustees, the manner of investments or tl^ 
administrator of endowments, all such operations 
being reportable in the iimitution*s finai^ial state- 
ments. He authenticates institutional contracts, 
administers the funds of federal or other sponsored 
programs, and assumes resiK>nsibility for utility 
systems, safety and security programs, and traffic, 
parking, and TOmmunication& 

Effectiveness in tt^ busii^ss fuTCtkm depends, 
finally, on clear statements of policy and proce- 
dure. The articles or statutes estaUishtng the insti- 
tution may set certain basic guidelines or require- 
ments. Whether they 6o or not, institutional 
bylaws should incorporate si^h a section. For 
continuing operations there $lu3utd be manuals that 
set out policy, fix responsibilities, and dcscrit^ the 
prwedurcs — and tl^ ranges and limits— of busi- 
ness and financial management. 

OUALIHCATtONS OF THE ChIEF 

Business Officer 

The chief business officer, as <hk lespcmsible 
for managing the resouro^s of the institution, must 
bring to the task high technical comi^tei^, a 
considerable administrative ability, ami a grasp 
of, and a liking for, the elements of the educational 
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environment that make his role as a manager 
unlike any othei. He must be equipped by training 
anU experienee to assume large reHpi>nsibilities and 
must be professional in vie\v]H)int. 

The chief business oOicer*s academic prepara- 
tion mu-st be of appri»prialc depth. Typically, Ihit^ 
includes a degree in business administration, 
ahhough the degree may be in another field. In 
addition, the otlieer often is a certified public 
accountant and/or has a master*^ degree in busi- 
ness administration, and in more cases than ever 
Krfore, he has earned, or is earning, the doctomte. 
Whatever the avenue or level of preparation, train- 
ing in accounting is essential, for development in 
the business ofliee context requires familiarity with 
the accounting and reporting functions. The chief 
business oflker must be, abi>ve all, the kind of 
person who, dedicated to learning, uses every 
oppi>rtunity for the improvement trf professional 
knowledge and skills. 

As an administrator, the chief business officer 
should have both the strengths of tfK executive 
and the capacity to work comfortably and effec- 
tively as a counselor to the trustees and to the 
president of the institution. The officer should be 
not merely a compiler but an interpreter of data 
and financial information. Because a principal 
contribution to the institution will be in helping to 
determine how res4iurces are used to achieve 
primary goals, the officer should be a person who 
not only comprehends academic objectives but 
appreciates them as personal goals. The chief busi- 
ness officer should be an effective communicator 
in the administrative councils of the institution, in 
relationships with the faculty and other members 
of the academic community, and with thof^; who 
comprise the staffs of the business orjuinszation. 
The 4>fficer should be sensitive to questions of 
human and public relations and should be able to 
represent the institution before any audience inter- 
ested in its mission, goals, achievements, or courses 
of action. 

Business officers of such breadth are not rare. 
They an: to be fouiwl, in fact, in many institutions 
— many in the smaller institutions in which they 
personally arc dealing with all of the major man- 
agement responsibilities, others in the large or 
multicampus institutions where their roles may be 
more specialized. The ideal of the chief business 



oflicer is that person who, working within the 
framework of his institution's own policies and 
objectives, seeks constantly to help the institution 
make the nu>st of its rcMiurces while in his campus 
and community relationships he makes himself an 
example of dedicated service. Busif^ss offiorrs of 
that caliK*r have influences l^^yond the limits of 
their institutional roles and, in their professional 
relationships, have influer.vs on the dcvek>pment 
of higher education itself. 

New Dimensions 

The climate of the present d^ik is one of shift 
and change in higher education, the challenges to 
management entaiiied by new pen^ptiuns of what 
constitutes edinration beyond the secondary level. 
It is, in fact, no longer either sufficient or aorurate 
to limit discussions of management to the manage- 
ment of imututions of traditional form. Because 
of new perceptions of the scope of the educational 
process, tl^ commitment now is seen as including 
all of "postsecoiKlary education/' a concept that 
the public and the institutions have only begun to 
define. There is a vast curiosity about what is spent 
on education and how institutions are financed and 
what they do with tlwir funds. The single certainty 
is that, whatever the outcome, the need for sound, 
responsive, and resjHjnsible management will con- 
tinue to grow. 

In contemplating the organization and adminis- 
tration of institutions of higher eduoition, it is 
natural to speculate on the forces in mrtion and 
tiK pn>spects for change. No such speculation can 
reflect all such foaes, much less the shapes they 
may take, but new dimensions such as these may 
affect the functions of college and university 
administration In the future: 

1. Institutional govemaiKc and policy making 
may take new forms. Colleges and univer- 
sities may become more politicized, more 
sub^t to external controls, as not only stu- 
dents but alumni and other constituencies 
become more interested in sharing institu- 
tional controls. 

2. In the face (rf increased competition for 
scarce resources in an increasingly crowded 
world, the public may become more critical 
of higher education's share of the resources. 

3- Sroicty increasingly may favor pragmatism 
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and vibrational orientation in cUucation, 
rcsiulttng in new and ditTcivnt institutional 
prograniH 

4. intcrnat operation of colleges and univer* 
Mties may be characterized by incrca?iing 
tenMon among interest groups within the 
institutions. 

5, Renewed commitment may be necessary 
with regard to equality of opportunity. 



6. Unconventional educational institutions may 
emerge* some of which may proftt- 
oriented, to serve a publk whose i^eds may 
not met by tmditiona! institutions. 
This list typifies the challenges and indicates the 
direction of higher edition in the United States 
and other countries. Administration of colleges 
and universities promises to tNrcome more impor- 
tant and moa^ diflkult than ever before. Si^h a 
development makes good administration essential. 
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COLLHUE AND l?MVtRSII Y BL SINtSS ADMINISTRATION 2: 



Institutional Planning 



PLANNkNT. IS AMONG thc most important re- 
siponsit>iiitk> of a college or university SKlmin- 
itarator. It is the act erf identifying, specifying^ and 
.wieeting aliemative goak objectives, and courts 
of action for accomplishing the misdon <rf thc iiv 
stitution. To avoid confusicm K^tween etuis and 
means^ there is a sequence of levels at which 
planning decisions should be made: from philos* 
ophy to objectives to programs to organization to 
staffing to facilities to financing. 

A statement of mission^ purpo^, or philosophy 
should precede all planning efforts. AltluHigh tyfH- 
cat mission statements are written in general terms, 
an effective statement should be sufficiently spe- 
cific that it can condition each planning decisiim; 
that is. each planning decision should derive from 
this statement. Tt^ statement provictes directicm 
and integrity in planning, and makes possible the 
definition of goats and objectives to realize the 
mission. 

"MissiOT** refers to tte broad, overall, tong- 
term purpose of the institution; "goaP implies 
something less remote than mission, more Affin- 
itive ami capable of achievement in a certain 
period of time (perhaps five to ten years); **ob^- 
tive'^ implies sOTiething tangible, whteh can 
reached in a shorter period of time than a gcml 

The statement of mission should provide guid- 
ance cm such questions as: 

1 . What is tte philosophy of governance? 

2. What are the prkirittes of thc institution? 

3. What arc the roles of instruction, re^arch, 
ami public service in the instituti<m, and 
how slK>uki they interact ami i^infoice cme 
anotl^r? 

4. Arc degree programs oriented toward lib- 
eral education, professional ends, vocational 
ends, or m:xt <tegrec level? 



Regardless of the tradition, mission, or size of 
an institution, planning occurs whether or not it 
is sjH^irically provided for. It may be formal or 
informal, and goals may or may not be docu- 
mented. To Ih: most effective, however, planning 
must be oi|suiized aiKi gc^ls must be n?ali^ic ami 
well-defined 

Principles of Planning 
Four principles are vital to the planning process: 

1. The organiffltion for planning must reflect 
total institutional commitn^nt. 

2. The fanning process must antkipate and 
facilitate the acticm that is to follow; that 
is, it must gei^rate action. 

3. The planning pitK^s itself must be planned 
and it must be continuous. The master ( pro- 
gram ) plan for a college or univeniity should 
be a living ck>cument that is updated at least 
annually in the regular course of evaluation 
and reporting, program pro^tion, budget 
projection, and opeiaticm. For maximum 
effectiveness, it shcnild be available to ev- 
eryone associated with inditution. 

4. A key to effective planning is involvement, 
which enhamres omimitmem to achievement. 
Plans must be devek^^d with tl^ under- 
stamling and coof^ratton of tho^ responsi- 
ble for execution of the {rians, hi collabora- 
tion with tlwir supervisors, their f^rs, and 
those whom they supervise wlw also will be 
involved in impIementiUson. 

A number oi factors have onntHned to make 
t}^ planning process in ^teges ami univcf^t^ 
more elaborate and complex than forn^riy. Amcmg 
these are the increasing size and complexity of 
institutions, the increase in numbers and kinds of 
persoi^ and organlzati<»is to wlKm in^tutions are 
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accountabik\ {he gnmth and pruUfcralum of fed- 
eral and state pn^zrams of assistance to institu- 
tions of higher eduealiiin (plus increased depen- 
dence upon support from thiHc pm^Tams), and 
ttw availability of metluHls and techniques, such 
as PERT ( Program Evaluation and Review Tech- 
nique K manajierient by objectives program bud- 
geting, and computer simulation, which make it 
feasible to plan nuire elaborately and to base plan* 
ning decisions on greater amiHints of information. 

The four principles that underlie the planning 
prcHresN can be augmented by several others. These 
may h: summari/ed as follows: 

5. Planning should be integrated with the man- 
agement function, especiatty the processes 
of budget devek>pment, reporting, evalua- 
tion, and other aspects of management. 

6. The planning-managcment system must have 
built-in checks and balances leading to real- 
ism in planning and to resfHinsible executicm. 

7. The planning process must be a*inforccd 
and undergirded by an adequate data ba^? 
that is organized ai^ programmed to make 
available for planning decisions the consid- 
eration of many alternatives and the conse- 
quences of alternative chiiices. Such tech- 
niques as pmgram budgeting and the use of 
projection models and specialized computer 
programs i^>uld be evaluated and utilized 
when necessary and feasible. 

8. RcHiurees for pbnning must be provided. 
Although many of the employees of a col- 
cge or university are involved at one point 
or anothvT in the planning prcve^is, tiiere 
should be one pcrscni who, on behalf of the 
president, is responsible for the planning 
function, and who will have the time ami iv 
furnished the resources lo prt>ceed with the 
planning process. In i^me cases the insti- 
tution may find it desirable to secure the 
assistance of outside consultants^ particularly 
in the initial stages of developing a plan- 
ning projixt. Even the large university is 
likely to be unable to employ, on a full-time 
basis, all the sfH^cialists it would like to use. 
Planning therefore must utilize the most efli- 
cient balance of resources — people, time, 
and HKmey. 

14 



M. Planning by individual units must be ci^irdi- 
naied by the perscMi a^ponsible for ti^: 
planning function. 

The planning function can be implemented with- 
out a special office to support, supervise, or mon- 
itor it; but to c^'rate this way a\|uiivs an overt, 
institutiiMial commitment of Its senior administra- 
tors to recognize, reward, ami spmsor planning 
as part of all administrative actf\ity. if there is a 
planning oflice, its staff should Ik: cogni/iint 
academic administration planning. 

For the planning pr(^*ss to be successful, it 
must be integrated, or interlocked, with all tlw 
other s»:ttvities that bear directly on the imple- 
mentatk>n of planii. such as reporting, evaluation 
of performamrc, and development ami adjustment 
of budgets. 

The interlock^ planning-biuJgettng-evaluation- 
reporting f^ttem should incliuk a system of 
el^ks and balances leading to realistic planning 
and res|H)nsibk performance. In order to achieve 
accountability, plans must be expressed in terms 
of achievement, not only by the person respon* 
sible, but by supervisors, and even by persons 
outside the institution. If the persons who project 
plans for a given unit, expressing these in terms 
of ifbjeetives, kmiw that their performance sub- 
sequently will be evaluated in terms of their 
accomplishment of these objectives, they will be 
inHuenced to be realistic or even mcxiest in the 
objectives they write. On the otiwr hand, if they 
kmnv that their budget requests must be justified 
in terms of the plans they write, they know that 
it will seif*Iimiting ami sclf-<tefeating to make 
the plans too mcHlest, Handled appropriately, the 
planning-budgeting-reporting-evaiuattiHi pattern 
can maintain cfTectivc ct^ks ami baiam:es lead- 
ing to ambitious, optimistic planning. 

Planning helps to provide long-term visibility 
of the imp;K:t of present decisions, tH:tter exposes 
the tinaiKial reality of possible alternatives, allows 
the detection of trends* focuses on a broad spec- 
trum of prc^rams rather than on im:remcntal 
funding, and, most im{K)rtantly, links achievement 
and cost. 

li{£ Plan for the Planning Process 

As previously stated, the planning prcH^rss It- 
self must be planned. If an institutiim diK*s not 
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have an annual prttgram plannmy-budgciing-c%al- 
uatktn-rcporting cvck in operation, its appr^Kich 
to initiahng such a cycle ^ho-jld involve the devel- 
opment of a program master plan cxpnrssed in 
terms t>r specifU; objectives ami incorporating 
provision** for annual revision «rf the plan, for 
budget development, and for evaluation and re- 
porting. This c>clc, not necessarily annual, is the 
m>rmal and ainH>st unavoidable sequence of plan- 
ning, budgeting, evaluation, and reponing that 
lakes place in most colleges and uni^'crsitics, 
whether t»r mrt they use management by obj^- 
tives or other mana^^mcnt itoIs. TTiis s^iu>ncc 
exists to ^A>me degree in every institutioi, al- 
tlHMgh it may be highly unsystematK and sub- 
jective; that is, scmwone makes plans for programs 
to be offered (pn^ram planning), someone ikter- 
mines the allocations of fumis for programs (bwi- 
geting), somctme exercises some judgment con- 
cerning results of the prtigrams (evaluation), and 
in most institutions, there is scwnc reponing of 
results achieved. 

In most cases it will be advant^mus to devek^ 
a method for the master plan development pro- 
gram and to review this in detail with everyone 
involved in tlw planning process, beginning with 
the senior Mlmtnistrators of tlw institution, revis- 
ing and improving the method in response to 
suggestions received. The resuhs of this process 
shtHiki identify each task to be perfonml in tf» 
development of the master plan, the |:H;rson or 
persons responsible for the completion of each 
step, the date on which it can be initiated (by 
virtue of the completion of all tasks that must 
Ih: completed before it), the date on which it is 
to be completed, and the way it relates to sub- 
sequent ta^. 

It is esH'ntial that ti^ presentation to the 
various administrative officers, dc{»irtment heads, 
and oilwr involved persons begin with a rationale 
for the (tevelopment of the master plan ami for 
tl» pfoc«iure to be used in producing it. This 
presentation also shmild imiicatc the omstraints 
that af^ly and the relationship to existing polkrtes 
or statCflKnts of mis^ (tf the msUtution. Above 
all, it is essential that commitimnt re«ilt frcan 
the presentation of the plan ami its refinement in 
consultation with the persons involved in the 
planning pro^ss. 



Otux the overall plan is completed, subplans 
for e;Kh of the major units of the institution 
should be developed and combined into a single 
document. A summary of the completed docu- 
nwnt, im:luding tinwtaM.*s for implementation of 
specific projects, then shouM be published and 
distributed widely, to identify the commitments 
of the persons invdved and to cstabfish the tinK 
schedule for which ihcy ire responsible, individ- 
ually and <»rftectively. 

Role of the Sen»r Administrators 
IN Institutional Planning 

When the i^jcctivc <rf {Hannii^ and the pri- 
mary activities of the plannii^ function affect the 
institution as a whole, the president of necessity 
becomes the chief planning officer. He is the key 
person in the planning process, wfk^r a stall 
n«;mtH;r nr a liiH; oflker is re^nsiblc for its 
organization and implcn^ntation. The value the 
ptesidem places on tl^ planntng process deter- 
mines how cfTcctivc and workable the plan will 
be. He slwuld provide adequate time throughout 
the year to meet and to discuss planning with the 
otfKr senior ^Iministrators. This is one means 
that leads to commitmem ami involvement. Be- 
cause the planning proarss is invdvcd with aca- 
demic planning, budgeting, ami management, and 
frequently with state, regicmal, and national plan- 
ning, it must have the qsecific direction of the 
president. The prcsitlent is the person most aware 
of the effect of interactkms between internal and 
external conditions. These interactions may affect 
programs, tuition rates, itaiscm with other institu- 
tions, salaries, cnroliment ptAky, ami investn^t 
^rategy. It is the piesiiknt who must make tlK: 
critical decisions aimmg alternative needs. Be- 
cause bmlgets normally are mcremental, at some 
point iiKTcmental changes may bec«ne less than 
productive for an institution. The president is tte 
only administrator with broad emnigb authority 
and responsibUity to break this chain, if sm:h 
action is nrae^ary. 

A planning office — as distinct frwn a {banning 
function — relates to the ^nior ^toinistrmors in 
tlte folkHving maniMr: 

1. When planning crosses several jurisdictions, 
it falls under tte purview of the president. 
In this case tltt planiUi^ ot^ <^rates as 
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Staff, with retiponsilHlity for f^ih^ that a plan 
U realized; or it ofK^ratcs a% line, with 
autlK>rity to (kwk^ a pi.-in for imptcmcnta- 
tk)n. Even tlHHigh the planning office ad- 
ministers and expedites the planning prc^- 
ess, the preskknt must take tt^ ksd in 
estabtisihing the rationale for the planning 
proeess. 

2. When planning is within a given Juri^die- 
tion, ttw planning oflke should (Ht)vMe staff- 
ing as needed ami provkk a ciMnmiinieati<ms 
meehanism to the administrator involved. 
However, the preskknt must help to rescrfve 
imt^sses that arise b^u^ €d tt^ many 
interdepenctent steps, handled by different 
gnntps or units, tlmt are invcrived in tte 
pianning process— e^secially in tl^ develop- 
ment of a master plan. 

Each of tl^ line officers who report to the pres- 
ident, and are therefore responsiUe for smiivid^ 
t^al major units of tl^ institution, has a dual role 
in the institutional planning process. As a mem- 
ber of the administrative rauncil (or other similar 
emity) of the institution, he must f^kfpate in 
the devek^m^nt of tl^ overall plannii^ proce^ 
contributing to its rcfii^ment so that it is effec- 
tive for the entire institutiiMS. In particular, he 
must work with the officer responsible for plan- 
ning, the other senior administrators, aiMi the 
piesi^tent on those aspects oS planning that involve 
more than one oi the major units, and which ttk^'re- 
fore require res{K>nsible part^^MtiofL 

In ^itkm, it is axicmat^ that 1^ plan for 
mssskms, tasks, ami pro^sses in his own imit. 
Senior ^iministrators should poi»e^ the ability to 
write plans in terms erf obj^ves, as menticnwd 
above, and also sluniki provi<k si^h training to 
thoK members of their staffs invoi%^ in plan- 
ning for tl^ imiL 

E%h senior administrator mu^ suj^rt ami 
interpret the rationale for tl^ planning prwess, 
make sure that tho^ respoi^ble to him r^f^- 
ma that within his unit all persms will be ex- 
pected to participate in the planning process, that 
budget requests will be weight in i^latuMi to the 
extent to which the plans support them, and that 
performance will be evaluated in terms of achieve- 
ment of obj^ves that appear in tf^ plans. He 
also must establish gukielines and prioritks within 
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his own unit for those in tl^ sutKinit^i to follow in 
the devek){mK^t of tf^ir fi^ai^. To do this efT<^- 
tiwiy, he must delineate the role of his aic'a of 
responsibility ami tluit erf his staff in the coniwxr 
erf the missk>n of ttur institution. &afT members 
must umler^ml Ihiw they fit in the total plan. 

RELATiON^P OF OPERATWO BUIXET 

TO Institutional Planning 

A crucial step in the planning process is the 
projection of a^l^te resources ami the appUca- 
tion erf this projeeti<m to <rf>|ectives, pn^rams, 
organization, staffing, and facilities plans. "Ad- 
justed" plans shouki tesult in ^sedfk final goals 
and tl^ pattern for finai^ing, im:iuding projected 
biKigets and capitsA requirements. 

In practice, the planning pro^ss usually is lim- 
ited to ti^ constckratic^i of chaises or ^itions 
to programs already in c^ratton and the mmiifi- 
cations erf oripnizatim, staffing, and facilities re- 
quired for thc^e changes. An exception occurs 
when an institution sets out to develop a new mas- 
ter plan, reviewing its educatkmal philosojrfiy and 
rcstudying its objectives anew. To a lesser or 
greater degree, it may appn^^ tl^ itevelopn^t 
of program plans as if no prc^iams were already 
in existence, deferrii^ any study erf the practi- 
cability erf eliminating unnecessary programs or 
adding Me% that will l» rM)tiired. 

What shouki haj^ken in the planning process is 
that all prcqx>sed program cten|^ slK>uki be re- 
vkw^ annudly in terms erf the ^^ecifk, estab- 
lished ob^ives erf the institution, ar reflected in 
tte master plan. These erf>jectives duMiki be re- 
viewed annually for retevaKc to the phibsophy 
ami purposes of tl^ insiitutk»i. This can hapi^n 
emty if the ma^er frfan of tl^ institutkm is a cur- 
rent etocun^nt, review^ continuemsly and up- 
eiati^ at kast cnKc a year. 

An important role of the chief business oflker 
In tl^ planning process is to prcmeie an appro- 
priate perspective on the relationship of re* 
seniroes to plans. Prior to tte initiatk)n of the 
budget Q^te, tNr chief tnisiness officer must brief 
tikj preskient on the projected financial picture so 
that tlw guiiklines pro^kted by ti^ presiitent in 
initiatif^ toth tl^ planning and i^dget cycle 
may afford a maximum of c^^penrtunity for inno- 
vative planning while remaining witlUn realistic 
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limitations. The aninM?! and guidance of the chief 
buHine!» officer also will be needed by the preia- 
dcnt when budget reque^s must be ^justed. 

Several management techniques are useful in 
providing effective interlocking of the piamiing 
and budgeting processes. The use of projection 
models, eitl^r computerized or manual, can facil* 
itate the developmem of budget projections ihat 
reflect with reasonable accuracy various prc^run 
elements and their interrelation and intefdepen- 
detice. They also can broaden w v erspcctive in 
which planning dectsicH» aro by making it 
possible to organize and use vast amiMints of rele- 
vant data in considering alternatives amJ answer- 
ing questions about the futum. 

The relationship between plannii^ and tte 
crating budget can be handled most effectively if 
budget development and budget projections can 
be delineaUKl in both program tHtdget ami deject 
class patterns. The use of crossom techniques 
(for converting from a program budget to an 
c^ject class budget ami vice versa) with a ^mi- 
puterized simulation nuxfel can be a distinct 
advantage. 

RELATK)NSHiF OF InsTITUTJONAL RESEARCH 
TO iNSllTtTIOXAL PLANNING 

The needs of the planning function should be 
supported by institutional research, whether or not 
titere is an office for either of these functions. The 
minimum requirements of an acceptable institu- 
tional research program for a culiege or univer- 
Mty should ifKluite the fdlowing: 

t. A data bank containing adequate informa- 
tion about students, faculty, and staff; finan- 
cial resources; physical plant; and the pro- 
grams and rcH'arch comh^ed 1^ the 
instituticm. 

2. An information system that oigani^ tl^ 
data bank for effective use, a^ssibility« and 
flexibility. 

3. A program of regular studies providing con- 
sistent support to tte planning process. 

4. Provision for specifk: attention to tl^ eval- 
uation of new prc^ms and research proj- 
ects, so organized as to go into i^ion when- 
ever programs or pro^cts are ackted* 

5. Provision for support ^rvkes to f^lty 



members ami others interested in conduct* 
ing institutional ^udic^ e^iedaiiy evalua- 
tion (rf the instructkmal process. 
6. Aikrquate manpower and resources for im- 
plementing ^ }k>c ^udies mmlcd in ron- 
ncctkm with sp^&c i^ianoing dedsioi». 
Edi^tors need better ways to defuic, describe, 
and oK^asure educational output. C^iantitative 
measures are easy to identify, such as semester 
hours of credit awarded ami numl^r erf stmtents 
graduated. Qualitative incfexes aro much mon 
elusiw. 

Institutions of hif her educaticm in ih: United 
States teiKl to use one d two omceptions of qual- 
ity on in most ca^ a blend of the two. One <rf 
ttese, the idea that the q^ity of an insthuticm 
h n^asured by tf^ s^ackmic level of its gn^- 
uates, w^ derived frmn tl^ Eurof^an trmlitkNi of 
higher edtK:ation. When this tradition is folk>wed, 
tl^ quality of an institutkm is affected as much 
by its admis^cm {K)licies as by the quality oS its 
instructional program. The miter conception of 
quality in an edi^tional institutkm is more in 
keeping with Amerkan tr^iticms generally, that 
is, the quality of an edi^ticmal Institution is 
measun^l primarily the difference in the stu- 
dent between the time inr enters and the time he 
teaves. Within this persp^tive the c^n-door jun- 
ior college, ti^ highly ^tectiw literal arts col- 
lege, and the compretensive uniwrti^ all may 
Ih: of high (or low) quality, Mcwding to their 
{^rformave, 

TIte cMef ^^temic ofiker, in ^ition to nmk- 
ing 9iure that planning in his own unit is centered 
on instruction and its results, must stimulate and 
support faculty participaticm in institutional 
searoh. His budget, or that of a research am- 
mtttee, shcnild iiKlude funds for f^lty (or fa- 
ulty-supervised) research aismd ^)Niflcally at 
the instructiof^ pioce^. 

KrLATK)NSHIP OF STATE, ReGKWAL, 

AND National Planning to 
Institutional Planning 

When an institution is part of a state system of 
higher edi^ation^ its own planning must relate 
specifically to the piannfaig <kme for tl^ state sys- 
tem, and must fit within the context of that plan- 
ning. It can strive for b^viduality and distill- 
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tivcfWfis« but only within the ItmitH tnip<>HCil by 
the state sy^cm* Although private itiMitution^ 
thtHirctically arc free to make their own pbns, 
si^h plans are likely to have greater success^ if 
thev fit into national, state, ami regiiHiai planning 
in higher education. By oxmiinatii^ t}u;ir plans 
with those of other entities, private institutions 
may best serve their own interests and pnmote 
the commcm good. 

The panem of fedend support to higf^r educa- 
tion nmkes it impossible for any institution to pro- 
ceed imfefKodently in instituticml planning, as 
opfH>scd to and fitting into state and regkmal plan- 
ning. R^ional plannii^, through the a'gional 
accrediting associations, the regtmal compact 
aget^^ ami iAl^ origaniz^ons, is having in- 
creasing impact m institutional plannii^. 

Neariy all the states have established agencies 
with statutory respcmsitnlity for ^tewide plan- 
ning and coordination of Ngher education*^ Their 
influcf^ aiKi responsitrilities can be exp^ed to 
increase »gniiicantiy as a result ct enabling fed- 
eral le^slati(m« 

The growth of voluntary-n^ml^rship organiza* 
tions referred to as consortia is also impresdve. 
In additjon, there are many examples of specific 
interinstituti<mai cooperation. Few institutions am 
afford to ignore opportunities to share resources, 
facilities, and expertise with other institutions as 
they plan for the future. National planning through 
the American Council on Educatk^ and other 
voluntary organizations provides needed pcrsy^- 
tive for instimtional planning. 

Systems Mch>els and Programs 

The use of management information systems 
and, in particular, simulation mockls is a rapidly 
growing development. Unit cost analysis, ^>ace 
utilization studies, simpte projection models, and 
other toci^ useful in management have been uikhI 
m institutions of hi^r edt^ation for several 
decades. Tfw ^nnputer makes {K^stblc ttu: com- 
bination of an extensive array q( siich tools in 
crordinated systems providing ct^uistcnt, timely 
information support for planning arni manage* 
n^nt dedskms. However, these systems must not 



be alkmed to beconw ends in themselves. Their 
primary purpc^* is to make it possible for man- 
agement divisions to be mack moiv wisely, more 
accurately, and on a nnire reliable schedule. 

At its simplest a management information sys- 
tem com»ists of a data base, a set of procedures 
for maintaining and updating that data ba^, and 
a set of programs (manual or computerized) for 
extracting useful informatk^n frcmi ihc data base. 
At a more sc^histieated level the managen^nt 
informaticMi sys^ may imrluik an extensive 
cimputeriEed set of mocfols ca{mble erf simulating 
many aspects irf college operation. Such a system 
makes possible the informed consideration of a 
wkk variety of alternative ehoi^ in adminis- 
trative decbion making. By informed consictera- 
tfon is meant ccHiMckratfcm in which the implica- 
tions <rf tt^ various chokes, and their probable 
effects, are clearly af^mrent. 

At tt^ mo^ sophisticated level of computer 
simulation, many <^ tte models for the programs 
of an institution are ccmMned into om moctel — 
or very few nuxtels — in which the effects of quin- 
tifiabte chaises in one part oi the prx^ram ar.; r^ 
fk^ted appropriately in m^st ctf tt^ cMb^is. Thus, 
a question about the effect of a specifk change in 
faculty size — ^for example, to reduce Uk student- 
tewher ratio — conceivaWy might reflect itself (in 
such a model ) in changes in space and equipment 
requirements, cu^odial and maintenance services, 
instructicmal salaries. su|^rt service salary 
classroom utilization, anticipated biKiget for the 
faulty dirur^ rocnn, and even such elusive factors 
as student attritbn rates and scmie indexes of stu- 
dent achievement. This is not to say that in aity 
existing moctol it will accomplish all the above, 
but that models can devised that relate all 
quantifiable factors whose relaticmshif» one can 
estimate to a reasonable degree. The effectiveness 
of a given model ckpemls on the a^racy with 
which such relatior^i}^ can be estimated aiui 
tf^ extent to which tl^ factors iiKtuited (aiKl tl^ 
outfits ct»»en) are relevant to tl^ managemem 
deciskms that need to m^« 

Six major purposes can be served by systems 
mcKkis arni prc^rams:^ 



'"Cooperatiofi: Voluntary ^ ^atutory " Planning for Higher Education, Vol. 2, No. I U/4), Frimiary 1973, p, I. 

' Willtam A. Shoemdker, Systems Models and Programs for Higher Edmwion, (Washington, D.C.; Ac^my fm Edu- 
catkMsal Devekqmma, April 1973). 
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MamiU'mvnt injormaUon systems jar current 
oi^rations collect axHl utilize data ncctlcd tu pr^n 
viife information and mcans^ of control for daily 
or {XTiiHiic transaccionii such as cash balances* 
payroll records and disburscmcntH^ alumni contri- 
butsof ts, and student grades. 

Mamitemcnt ittl mnatUm systems for planning 
organi/c and analyze data needed for long-range 
planning and for projecting goals* needs, and pro- 
cedures, such as the cost of various instructic^ial 
programs, the cost of various enrolkncnt levels, 
the cost of instructional procedures^ and the re* 
scnirce allocation required to support such 
projections. 

Simulation emphasizes the interrelaticHiship in 
the quantitiabte factors of higher education which 
will result from various assumptions about the 
learning environment, such as enrollment growth 
or decline, changes in instructional procedures, 
changes in faculty composition and compensation, 
and overlu;ad costs. 

PrtKedural in- prwess nu^els attempt to use 
PERT techniques to organize and structure tt^ 
flow or process of decision making and planning 
to encompass all essential steps in a time-flow 
sequence, including consultation with interested 
groups^ decision making, and resulting action. 

Comprelwnsive tailored mtklels define the spe- 
cific needs of a particular college or university 
and then apply one of several different models to 
the development of projections or simulation ap- 
propriate to that institution. 

Exchanf^e services serve as cieartnghouses for 
the exchange of information about computer 
prt^rams developed in particular colleges and 
universities and encourage systems applications 
by promoting an exchange of actual computer 
programs. 

Institutions planning to initiate managcnurnt 
information systems or simulaticm mockls for the 
lirst time should begin at an ekmentary levei, gain- 
ing experience with single-purpose parts of such 
systems or mcniels and proceeding from the simple 
to the complex. Many persons experienced in this 
fiehl believe that attempts to nx^l an entire in- 
stitution arc impractical. They feel that no model 
should be made so large or complex that it does 
not represent a relatively closed system, one that 



is understandable and itefinable. Certainly, an ex- 
u^nsivc set of mini-iiKxkls, each designed for u 
specific purpo^ and uiKterstood in all its limita- 
tions, is better than a romplex model whose credi- 
bility, reievaiKe, and flexibility will be limited. 

Okc it is decided that a craiprehei^ve, "o'T* 
the-shcir* model or system is to be us^, tl^ ut- 
most care is nequittnJ to make sure th« t the model 
!u;lected is well-suited to the institution. TIk* model 
must be sophisticated enough to accommodate all 
Uk facets oi the institution's programs to be rep- 
resented, yet it must ihk be too complicated to 
apply to tte particular institutkHi. Unless the in- 
stitutkm has on its staff, or (Hans to em|^y, tlK>se 
wIk) are experienced io the use ctf simulati<^ 
nKHlels, it may be ^visable to employ a profes- 
sional Arm to install tl^ sy^m, instruct stafl^ mem- 
bers in its use, ai^ guide the instJtuti<Hi during 
the initial i^ricKl ctf its use. 

Conclusion 

Su^ss in planning ami its implementation de- 
fend equally on the presicknt of the institution 
and on the capabilities of those who arc respon- 
sible for this activity. It is ccmumm, j^uticulariy 
in small institutions, for the leadership and in- 
spiration of the institutiiMi to be so centered in 
the person of tl^ chief administrative officer that 
the planning process is accomplished without the 
involvement of many members of tl^ staff, and 
without any stiKlent involvement. This method 
cannot {K>ssibly do justice to t)^ r^uirements of 
effective planning in lar^r mstituticms. 

Accountability of institutions of higher educa- 
tion is to those within as vatM as without. Each 
meml^T should have a full, free opportunity to 
understaml what the institution is tiding to do, 
what he has a right to e!rr^t in omnection with 
what he is trying to do, u A what his respcmsi- 
btlity is in contributing to tf^ operatkm and suc- 
cess oi institution. Accountatnlity in this sense 
cannot be brought about, or even approach^, 
without broad knowledge of the planning prroess. 
There should be participation in the devetopment 
of plans by tho^ i^s;K>nsible for implementation 
of those plans. 1\k planning process shmiki bring 
about commitment, aiKi plans should be devel- 
oped ami exprt^sed in such a way as to make 
possible the evaluation of tl^ir a^mnplishn^nt. 
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Management Information Systems 
and Data Processing 



COLLEGE AND UNIVERSITY administrators re- 
quin: relevant^ accurate, ami current informa* 
tion on many different activities in orcter to make 
decisions, provide for efiici^t of^rration, and plan 
the future of their instituticms. Afferent situations 
demand diflferent systems: a large university prob^ 
ably will automate more of its transactions than a 
small college, and more simplex institutions have 
organizations and enterpri^ that may require 
systems having unique capabilities. 

A management information system is an organ* 
ized method of providing {Kist^ present, ami proj^- 
tkm information related to internal operaticms and 
externa! inu:lligcn«. It supports tl^ planning, con- 
trol, and ofMsrational functions of an organii^tira 
by furnishing uniform, [timely] information to as- 
sist the decision pro^s.^ The design of such a 
system should begin with dcKrumentation (rf the re- 
quirements of management for information that is 
needed and that will be used. Data processing is 
the collection and handling Gi data, maintenance of 
files, and production of reports. 

Although mockm management infcmnation sys- 
tems usually presume tl^ use of chronic data 
processing equipn^nt, such a presumption is un- 
warranted in situations where manually orient^ 
systems are justified umter o^st-i^nefit analysis. 
Use of a computer can be one trf the mc^ expen- 
sive ways to obtain information, ami is oi^ of the 
easier ways to get an information owrk^. The 
feasibility of electronic data pix^cessifu: slwuld be 
based not on net co^ redi^tf<m, but on the ^o- 
nomie advantages of making more complete infor- 
maticm available to managers, resulting in better 
decision making. 



The essentia ii^'^jtoite <tf manual and ccHn- 
puter-based systems are tl^ ^me: perronnel, data 
input and or^ization, data stor^ ami pioMS- 
sing, and inf<HmatiOT mrtinit A manual s^tem 
has cterks, c^ratkms manuals, sets of procedures, 
ami leci^rs and files. A ccmiputer-bas^ system 
also uses clerks, q^ratims manuals, and sets of 
procedures, but in addition has a processing unit, 
programs, and data files. In maintainit^ and 
manipulating the data ctf the oi^ganizaticm, com- 
puter-based systems as well as cterks can {^iform 
the following <^rati<^s: 

1. Icfenttfy a spedfk fife and das^fy its 
contents. 

2. Selectively extract mformation from, insert 
it into, or alter it in, ^>^c individual 
records within a fite. 

3. Transfer records from cme file to am)ther or 
rearrange tl^ within a smgle file. 

4. Ik} routu^ updioing and ^nnputati<ms on 
the data in a file. 

5. Srarch for particular characteristics in rec- 
ords within the files and keep a check list of 
all rea>rds {Kissing this chai^eristic. 
(An example wcnild be all overdid ^^xmnts.) 

6. Make low-level decisions on the Imsis of 
data, usually by automatic ccnnparison of 
ti^ data with »me prearrange, alteral^ 
^ndard. (An example would be to comf^re 
inventwks to ^)^ifkd stock levels and i^ue 
an ontor for sut^lies when hi^^ories fall 
below these levels. ) 

For rcnitine report prodi^i<m, a computer- 
imsed system has potential advanta^s over a 
manual system in terms of speed, size (tl^ ability 



'Kennevan, Walter J. "MIS Universe,** Data Management. Septffiiber 1970. 
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to manipulate large data files), and accuracy, par- 
ticularly wIk o targe anKHUits d data must sum- 
marized and Dresented. For sj^iat reports, or for 
a report whos. need was not antici{^ted, a manual 
system is sometimes more efficient ami flexiMe 
than a computer-t^i^ system if the quantity oi 
data is small and/or response time is a criterion. 

Pei^ns responsit^ for management informa- 
tion systems must be able to infiuei^ data proces- 
sing from ti^ transaction tevei to the user level 
Both manogcn^nt information ami data proc^sing 
systems nrquire planning, organization, mul a hi^ 
level (tf technical and administrative skills. Admin- 
istrators must be aware of trends in perscmnel 
sq>histicaiton, hardware (equifmient), Bt^ soft- 
ware (operating systems and applications pro- 
grams) to insure the effectiveiKSS erf a computer- 
tmsed system. A management information system 
mu^ have the umierstanding, invoI^ment« and 
support of tf^ chief administrative ofllkers to be 
successful. Ackiitionally, this will help to insure 
that ^ministrative data prc^essing requirements 
are oHnpatible with oti^r com^nitationad needs of 
tile institution. Only then is it possible to devek^ 
systems that satisfy the information i^eds of tl^ 
entire instituucn in a way that prevents wasteful 
and confusing duplication. 

Information Requirements 

The mana£^ment fui^ions of planning, control, 
and c^ration are wiikly dispersed in ostleges and 
universities Claiming a role in the man^ement 
process are faculty as^ stmtents, deans, ac^cmk 
(fepartment chairmen, administrative unit man- 
agers, and central administrators; e%h has his own 
pcr^ption of the ne^ for mformation. However, 
management infonnatk>n sy^em activities in 
higher education generally Imve focused on tl^ 
r^ds of central ac^mic and admmis^tive 
offices and on the colleges arul dejimrtments* 

Planning information should be proviited to ti^ 
president, vice presidents, deans, department chair- 
men, aiKi managers of e^ administrative unit. 
Enrollment forecasts and ti^ir implteations otii- 
ceming resources are one of the major planning 
ccH^ms. Other informatiOT required relates to 
(1) stucfents, sponsors, arKi other institutirnidl 
users, (2) {^rsonnel, f^ilities, equipment, sup- 
plies, travel, student aid, and otl^r resources used, 
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and (3) instruction, research, ami public service 
projects that cmsun^ r^ources supplkKl spon- 
sors or otiicr users in mating institutt<Mial 
objectives. 

Contnri information should be provided (usually 
by the (kpartment respcH^ble for tl^ fuf^tion) 
when exceptions 0(xur. For example, the admis- 
sions officer wcHild receive tnm the man^anent 
information system major variance in admissions 
patterns, or the oflScer re^xmsible for budget ccm- 
VxA wouki revive frcsn ti^ system ma^ variances 
between budget^ aiKl actual expeiHlitures. This 
asf^ of control should be a part of tte more de- 
tailed control provisions of the operational data 
systems for the ^>ecific area. 

Operatiimcd iirformatic^ typically is provicfed to: 

1. Fmancial ami ^soninting c^Skers — receipts 
and expemliture ^ountmg, budgetary ac- 
counting, purcha^ng, stt^nt aid and loan 
aocountii^ inventory records, cost da/^, ami 
portfolio management data. 

2. Academic administratis offirars — facuhy 
woiidcml infcmnation. 

3. Re^strar and achni^kms ofl^rs — admis* 
sk)ns, registration and enrolments, cour^ 
cour^ scheduling, grmies, trai^ripts, ami 
degr^. 

4. Personnel officers — personi^l data, payroll, 
employee benefits, tax data, personnel bud- 
get, and applicant-portion data. 

5. Alumni ^ development diicei^ — alumni 
r»x)rds, gift acknowledgment, and related 
accounting. 

6. F^ilities {banning officers — Iniikting invra- 
tory records, utilization reporting, ^ sj^se 
planning imxfels. 

7. Research administration offi^rs — profK^ 
records, grant and contract reporting, and 
related aux^nting. 

8. Managers of irajor public service operations 
— records a^ociat^ mth OK^j^rative ex- 
tensi<m service ccmmuiuty ^rvice pro- 
grams, ar)d ticket oi^rati<ms. 

9. Librarians — cataloguing, purchasing, and 
circulatiim. 

10. Dir^tora of phys^ plmit and auxiliary 
enterprises — scheduling and acquisition, us- 
age aiKi rosting records r^uired for jani- 
torial ^rvices, mamtenai^, h<Hishig, food 
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services, college stores, and sumilar 
0|icratk)ns. 

11. PUuinii^ budgeting, and institutional re- 
search oflkers — information in suppcMt of 
major external reporting requirements, in- 
tegrated cost studies, and rcMHirce use and 
prediction nKHleb, 
In order to meet the diverse operational r^eds 
of these groups, many institutions have develo;^ 
a large number of sef^rate systems. Frequently 
each system is designed to n^t the i^eds erf a 
particular manager, resulting in a total sy^on in 
which the relationships among separate systen^ 
are noi weti-defined. For example, tt^ period for 
reporting fee payments ami the ctefinition of a fuU- 
time student used by a cashier or Inirsar for fee- 
laying purposes m v differ considerably frmn the 
period and the definition of a full-time ^ucknt 
used by the registrar for academic degree purposes. 

Organizing the Management Information 
AND Data Processing Functions 

There are many ways in which tt^ managetMnt 
information and data processing functions can be 
organized within a college or univeraty. Some in- 
stitutions have user committers for management 
information and/or data prwessing systems de* 
sign, (^rations and applications programming 
may be performed by personnel of an internal or 
external service bureau, of an administrative data 
processing center, or of a a>mbiiKd research and 
instructional center. Institutions also may fiiul it 
usefiil to share personnel ami facilities for the pro- 
gramming and production control functions of all 
or certain sectiiMis of a management information 
system. 

As previously m^cd, manual data prot^sing 
part or all of the data for a complete managen^nt 
information system is son^imes more cost- 
eflfective than electronk: date pio^sing. However, 
because most management infonnation systems are 
automated, the remairnler erf this chapter assumes 
such systems; the principles apply to tn^h methods. 

Functional responsibilities and the assignment of 
those responsibilities to qualified {Arsons with 
sufficient authority to perform are more important 
than the organisational structure that logically fol- 
lows. In general, oi^ office shouM 1^ r^ponable 



for management information systems ik^gn and 
coordinaticHi. It should re}wrt at a level at least 
equal to that (rf the primary uwrs, l»it should not 
re^rt to any orn^ ctf these users. Tte dir^or of 
the office slnnikl be able to conununicue eff^eetively 
with all levels o( mai^ement« 

The best data pnxresdi^ oi^ganizatkmal stnic* 
ture is one that enoHir^s the users informati<m 
to work together for their mutual l^nefit and at 
tlte same time fosters the apprc^riate and judicious 
use of hardware ami sc^tware technology in meet- 
ing tMh u%r aiKl iimitutional managen^t needs 
for ccHisistent, reliable, and timely informatton in 
a cost-effective maniKr. There are myriad possible 
ccHntrinations. Evidei^ that a stn^re is workii^ 
if^udes: 

K A recognize atKi ^reed^iK>n plan for 
management ^nation and data proces- 
sing systems i^r^.K^mient. 

2. Reasmably weil*balanced development of 
sy^ms among various user grcmps. 

3. Cteariy ckfin^l priOTit^ a^igimients, ami 
deadlines. 

4. Timely arnl araurate production <tf scbed- 
ulcd reports. 

5. Awareness on the part (tf usei% cf the rela- 
tionship of tl^ir data and needs to the data 
and needs of others. 

6. Lack def^ndetKC on ^K*cifk individuals 
with respect to data or sy^ems by havii^ 
prc^rams ackquately docun^ted. 

7. Capability of readily respondintg to a ma^r- 
ity of integrated informaticm ne^s such as 
tlu)se of the Higher Education General In- 
formation &irvey (HEGIS), the National 
Science Foundation Researeh Sur\^y« or the 
InformatiiHi Exchange Froeedures of the 
National Center for Higher Edi^ation Man- 
agement Systen^ (NCHEMS). 

8. Ability of users and man^ement analysts to 
retrieve and arrange data in meaningful 
wa>s for tf^ir purpo^s whhin a reasonable 
time. 

9. A general awareness of rosts and alterna- 
tives, and evidence that these play a part in 
deciding to continue or terminate an activity. 
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Functions Required for Development 
OF Data Prcktessing Systems 

The functions required to develop ami operate 
data processing systems that support a manage- 
ment information system ii^lude: 

1. Management Systems I^gn— developing 
the overall ivquii^ments for organizing |^r- 
tifwrnt past, present, ami pro^ion informa- 
tion for use in planning and control^ and 
cwrdinating to s^ that the needs of man- 
agement arc met in operational systems. 

2. Managen^nt I>ata CoordinatiiHi — 

a. Insurii^ that ckfiniticml consistency is 
maintained among the various sources of 
data, including the definition of data 
elements. Exoinple: What is a full-time- 
equivalent student? 

b. Insuring the structural translation of 
data. Example: Ik>es tl^ student system 
report data to HEGIS m the same way 
Uiat the personi^l sy^em does? 

c. Insuring the appropriateness <rf a given 
time. Example: Were first-semester fees 
divided by first-semester enrollments, i»t 
summer-session enrolhnents? 

3. Management Data Control, Analysis, and 
Security— providing the cwrdsnation be* 
tween the management question and the ap- 
propriate sources of data for ansu^rs to 
those persons authorized to receive them. 

4. Data Processing Systems Design— develop- 
ing the systems requirements for collecting 
and hamliing of data, maintenance of files, 
and production of reports that meet institu- 
tional management needs and the opera- 
tional needs of users. 

5. Applications Programming — preparing, test- 
ing, documenting, and maintaining tin; pro- 
grams used in a data processing system ami 
specifying the operating mstructions ami 
production control procedures appropriate 
to the programs. 

6. Operations and Systems Programming — 
providing the hardware and general syrfem 
software swh as schedules, utility routines, 
and compile!^ necessary to ^rve tte ctevel- 
<^mient i^eds of applications programmers 
and the production needs of operating 
systems. 
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7. Prodi^tfon Control — scheduling and prog- 
ress monitoring of data processing jobs from 
the time a request is received until tin: u^r 
rewives tl^ requested information. 

8. Facilitks Mam^eim^nt — meeting the spe- 
cialized requirements of omiputing facil- 
ities for climate control, constant power 
sources, alternate f^tities to provide pro- 
eessing back-up, adequate equipment main- 
tenance, client arrangement ef equipment, 
and effective metlKxls for accomplishing 
equipi^nt OMiversions. 

9. Security — providing both data ami facilities 
protection tvom intentional and uninten- 
tional acttons that would result in dam^e 
to the institutkra. 

In ^ition, the general management and siq>- 
port fuiKtions of directing, staffing, schedulii^, 
training, budgeting, and reporting are required for 
tl^se fui^tions. 

Use of Data Processing in Developing 
Management Inpormatkw Systems 

Wl^n used most efT^vely, data processing can 
support three kinds ctf activities: 

1. Basic transaction processing and control — 
to meet the needs of unit managers in per- 
forming specific tasks. 

2. Comprehensive profile and exceptiiHi re- 
porting — to nu?et the needs of program 
managei^ in seeing the interrelationships, 
history, and status of data from a variety of 
related units, and to meet the needs for ex- 
ternal refK)rting. 

3. Projection information processing— to meet 
the needs of planners in evaluating policy 
alternatives by applying forcoisting, simula- 
tion, am! other analytical ItoIs to stored 
data. 

Data processing can provide tl^ desir^ manage- 
ment information systems nrpoiia, tnit indef^ml- 
ent, internal control by other departments is an 
essential part of the system. 

An effwtiw management infoimation system 
must have the capability to transcend or|»ni^ 
tional boundaries. One way to accomplish this is 
to dewk^ a g<^ric grouping of related tasks into 
a series of systems and subsy^ems that support 
oi^tlonal needs and, through the use of common 
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dcn^nts. provide for romprchcnsivc data. Such a 
management information sysUem might deigned 
around three major systems, with related subsys- 
tems as foilows: 

1 . Rcsouncx Management Information — to 
Iwt and store data and provide reports atKnit 
sources, inventories, needs, acquisitions, al- 
locations, and activities or us^e of re- 
sourors and evaluations as reflated by ihc 
organizational structures by which resources 
are aa)uired and a^gn^« Ty[^l examples 
of subsystems are: 

a. Personi^l. 

b. Facilities. 

c. Equipment, supplies, aiKi materials. 

d. Finance. 

2. Student-Sponsor-Patron Information — to 
collect and store data and provide reports 
about the prospects, selection, preferen^ 
contributions, activities, and evaluation of 
^udents, sponsors, ami cKl^r users ctf ti» 
programs ci the instituti<Hi. Typical ex- 
amples of subsystems are: 

a. Students. 

b. Government^ industry, ami foundations, 

c. Alumni, parents, and imtrons. 

d. Participants, clients, and patient. 

3. Program Management Information — to col- 
lect and store data and provide reports about 
the programs of tl^ institution* Program 
information includes goals, contents, ^p&> 
ity, demand, requiren^mts, sd^ules, ami 
evaluations of a program, and is augn^ted 
by relating to the reswrce management ami 
user-sponsor-patnon systems. Typi^ ex- 
amples of sut^tems are: 

a. Instruction* 

b. Reseaieh. 

c. Public service. 

d. Acactemic supfKtrt. 

e. &uiknt servi^. 

f. Institutional su{^rt. 

g. Operation and maintenance of plant. 

h. Scholarships ami fellowships. 
Whatever tl^ (ksign of the mana^ment Infw- 
mation system, a plan is required that will a(Ure» 
both organizational and programmatic needs for 
information. 



Data Base Management Systems 

Oi^ of the RKist promisii^ technical cfevelop- 
ments for the use of data prorassing to sup]K)rt 
management informatiOT systemt has been tlW in- 
troduction of data base m^a^n^nt s<^are pro- 
grams. A variety oi tl^se is availabte ccNnmer- 
cially, and each has its own advanti^es and 
disadvantages. Tl^ programs generally: 

1 . Provkfe for the creation and mamtenance ctf 
ccmiplex fil» (data bas^) in a very flexible 
way. New elonrats or jmx^ ftles can be 
ai^d nradily* 

2. Require th^ a d^tiimary common terms 
be develof^ for each data base and that the 
dktionary term be used in any applicaticm 
pn^mm that accesses the data tese. 

3. Paivicte for cross-relatii^ different files in a 
way that is c^ious to tl^ programmer. 

4. Provide for security prot^on <rf whole 
flies, ^gments of fok, or key data elements 
so that tl^ can he acce^^ only by autlK>r- 
ized users. 

5. Su[qKMt Imtch or (m-]hie prooe^ng. Batch 
proce^ng f^rmlts the unlntemifMed proc^ 
sing of different jobs by organizing ttem 
l^fore pnxessiiig; cm-line proees^ng li- 
mits the user to enter or access data qukkly, 
by means of perii^ral equipment, witlKNit 
the need for writing a prc^ram or requesting 
a report. 

6. Support refXHting languages that can be 
used to meet unplanned r^juests* 

7. Support the use ot trai»lati<m tables to cc»i- 
vert data from /in institutional format into 
externally require formats. 

Tte implications of this technolo^ are pwUc- 
ulariy important in the systems (tevelqmient and 
program maintenai^ areas. Tte use erf a data tm^ 
language requires a ecnnpnel^nsive ai^n^h to 
(fefhiing data n^s. Hoiraver, h faciUtates use oi 
the system toth by tho^ supplying data and by 
thc^ drawing authorized data fn»n the system. It 
also simplifles t^ design prd)tem of ackling new 
data elen^nte to a flie, diKe all that ^nerally is 
require is to ^pply a name to tt^ dictionaiy, to 
relate the new element to other elements, and to 
piovkte sufllcient storage space for the data to be 
supplied 
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In theory^ application prc^rams such as a pay- 
roil report program or a gracfe report program 
come ifKkpendent of tt^ tik bet^use they access 
only those parts of the file that contain the ete* 
n^nts needed to operate the (msgram, ami need 
no loiter be concerned with ail the elements in a 
file. Prior to data base languages, for example, an 
expansk>n of the personnel file to ^ a new data 
element, such as the equal emj^ymcnt (^portunity 
osdc, i^uired a chan^^ to every program that uxd 
that file to reftect, at the iea^ tl^ !knv fcHroat. 
With a data ba« lai^uage tl^ cmly prx^rams 
affected by a new data element are the cnm that 
require that element for re{M3itif^. 

Program maintenxu^ also is simplified when 
data elements are to be redefined or eliminated. 
Because a common dtetionary of t.rms is require 
to access the data I^se, it is relatively simf^ to 
discover which prc^rams arc using the data ele* 
ment in question. 

Data base management is m)t the only ahema- 
tive. Many bei^fits of a data tose appro^h — 
^lopcing common definitions, requiring pro^^- 
mers to use the^ terms, and using comprehensive 
ctefinition of data bases— can be gained withmit 
incurring the increased software ^>sts and hard- 
ware sizes that may be necessary to support a data 
base management language. However, the coiKcpt 
erf data base management has consf<kraUe impor- 
tance, and institutional managers shouM conskier 
carefully whether it may be appropriate or useful 
for their i^eds. 

Creating Systems from Applications 

The most common method for achieving a man* 
agement informaticm system is to si^cesdvely inte- 
grate existing appticatkms. For examfrie, a typ^ 
pattern of development of a stwtent informatk^n 
system has been to: 

1. Relate programs supporting student fee ac- 
counting to programs su|^K)rting r^stra- 
tion and grade rep<»lii^. 

2. Relate prt^rams suj^^ii^ lulmi^ons to 
tlK>se supporting r^stratkm so that rom- 
nK»i data can be passed thnnigh. 

3. Relate f^ rallected for housing ami otl^r 
enterprises to fees ^^ed for instruction 
so that more c^prel^nsive l»ils can be 
prepared. 
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4. Automate tran'^wiipts of gracfes by providing 
history files* 

5. mitomated stiKtent sd^uling between 
the admissiras and r^^tion-gracte re- 
portii% system with a{^m^»iate Imks to the 
fee a^^nent ami payn^ {m)ce^. 

6. Develop a link to tl^ alumni system so that 
student data can }^ i^^ed through. 

This af^roach has ite n^rito, in that ei^h step 
suin>orts clear-cut ob^^ves ctf sf^dfo users at a 
given tin^ and corre^mids to the ineieased ability 
of data prows&ing equipment to deal eflkiently 
with laiiger programs and laiger fltes. 

The integratKHi of existing af^lkaticms, while 
pragmatic in cornet, has created maintenance 
problems at the data processii^ levels where laige 
numbers of prc^rams have been linked together 
and where inflexible procedures have been written 
into the bask logic erf programs to account for 
differences that existed among af^Ucations at a 
given tiiTO, 

Bmh data pro^ssii^ personnel aid users have 
been frustrated by the apparently constant ami in- 
surmcHintable problems of add|Ming these systems 
to changes in requirements or to new technology. 
This has led to s^ificant interest in (teveloping 
i^, major systems. Stiulent qrstems and personnel 
systems have revived the greatest attention be- 
cause they represent the amalgamation of the 
greatest number of different su|^liers and users of 
data. 

Summary 

Every eoU^ or university has a man^ement 
information system^ whether or mn by de«gn. The 
use of electronic data processing ami the degree of 
l!s sqAistication may depend m si^h factoid as 
specifk aj^fcations, resources available, and tl^ 
size or comptexity of the institution. Regardless of 
tte sy^em being planned m in use^ the mana^- 
ment information function should be ^ministered 
by one ofike* ami to be si^es^ul, must have the 
full am! continuing involvement erf the chief ad- 
ministrative dfioers. It is only in this fray that tlw 
system will have maximum ef^ency and will meet 
tlw mforroation requirements of the entire 
instituticm. 
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Risti b uncertainty concemii^ tl^ i»obat^ty 
of an oeaima^ — in ihe ccmtext higter 
education, the occurrence of finandal loss not off- 
set by opiHjrtunity for gain. Risk mana^n^t 
consists of i<k;ntifyii^ risk and analyzii^ ways of 
treating, amtrolUiig, ami funding risk. Speci&^Uy, 
wlministrators of higlMr edt^tkm are chaz^ 
with preserving an institution's assets— human, 
physical, and fiiancia] — at the towest cost to the 
instituticm. A program employii^ techniques of 
risk management can \x more cost-effective than 
a prc^ram limits to insurant purcha%. TIk ulti- 
mate evaluaticm of a pn^ram <rf risk managen^t 
is stress in preventing pers(^ injury and ptop- 
erty kws. while redudi^ the ctf risk to a 
minimum. 

Although a relatively new busiiK» cok^ ride 
management has been used effectively to enhance 
profitability. Lack of the profit mc^ve may KC(Mmt 
fcH" the slower growth of this man^^erial t^nique 
in higher olucation. However, colleges and imi- 
versities have become aware of the tong-ra^ 
beiwfit& erf a scnind risk man^tenKnt program as 
a result of a period of crisis in the late 1960s in- 
ralving availability and co» <rf insurai»x. 

Statement of Policy 

An essential first step in trrating risk is tt» 
^elopment of a written statement of d)j«:ti^ 
and limitations. Such a pc^icy ^at^nent must 
emanate frcm the governing bc^rd, Init as a pr^ 
tical matter must have its origins in tf^ ^Iministra- 
tion of the institution. This re^jonsibility generally 
rests with the chief business officer. It is his func- 
tkm, together with his staff, to devek^ a pdliey 
stateniem for presentation to the board, where it 
shouW be discussed in order that board members 
understand fully the policy's implkatiajs. 

Ideally, this statement expresses phik>S(^>hicany 



the objectives of t!^ ii»tittttion in mantiging risk. 
This includes the Ihnitations risk and possible 
loss that can safely be retained as well as the 
extent to which resources cm be ctevoted to rari- 
ous techn^ues for tr»^ r^ It fe itesir^de diat 
the statem«it be flexible, general, and permit prac- 
t^ »lmint^rat«m wittout r^nlar recotuse to 
the governing board Also, there should be peri- 
cnUc revkw (rf die polk^y statement to uljittt to 
changmg coi»litkM». 

The poficy ^atan«it must dearly debate 
audxnity for its in^tei^tatkm to tl^ institu- 
tkm's adnUnhtratkm, mcludli^ kientification of 
the rsk manager. Alternative appio^^ are 
availabte for risk k^tj&stkm uid manflgprnent. 

The Rl*;k Manager avd His Functton 

Because of tl^ scope (rf bis die chief busi- 
ly officer is die ris^ manage fcHr most hutitu- 
tkms. So many hidivktoals in the iistitutkm are 
affected by risk management that the task of aior- 
dination cannot satisfactcniiy be aaigiKd, referred, 
or transferr^ to others excqM in case (tf a 
large institutbn, where the functkm may warrant 
a specialist or even an entire dq>artment devoted 
to managfa^ thk. It is ncrt nec»sary &at duect 
line authority be established from die rsk man- 
ager to all tlM»e executing pcAky. The tbk man- 
ager must be someone with direct acc^ to penior 
management, and the position must be defined so 
as to effect poltey impkmentatkm. 

Whether the risk manager is the chief busin»8 
officer or a q>ecialist on his staff. klentifl<»tk»i of 
risk k tlK first t^k. A revfew ai &iaiKkl s^te- 
ments and pn^rty and other recon^ will indi- 
cate physical assets to be pr^erved. although an 
up-to-date evaluatkm for rfek manag»nent ^a- 
poses is often necessary. The manager must be 
informed rew buikiing pians and dianges hi 
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s;mcc utilization. Amounting oflkers, kgal coun- 
sel, (^ysteal plant dtrKtors, and wa^femk; admin- 
istrators are anKMig those to be omsulted Outside 
the staff arc external auditors, in^irance ami nsk 
consultants, insurance brokers^ ami insurance 
company ^>ecial»ts in varkM^ &kb. The kknti- 
ficatkm process is i^^^r-^nding; the liMs ctf cosh 
municatuMi must be kept apcn^ but the risk man- 
ager stoukl exercise initiative to kscp abreast of 
changes that might affect risk hamUmg. 

Risk Control 

Once risk is iitentifi^ it shoukl be analy^ 
aiKi e^^luated. There are several q^tkHK open to 
the manager. He shoukl ne^^ owitook the possi- 
bility irf eliminating or abating the risk. Ilh^bra- 
tlve of dits b tl^ correctkm ci dan^r^ physical 
cofklitions by the safety ^^ali^ Idratificati<Hi 
is possible before an acckfent occurs* Des^na- 
tkHi cS a safety oflker and prc^rty preserratkm 
specialist s essential. Regarc^ss of tl^ size erf tiie 
institutkNi and the ckpth of the r^ mana^*s 
experfen^, consultants may be require. Many 
firms c^er such a serv^, ami siHne insurai^ 
a)mpanks and major insuraiKe brokers abo pro- 
vkie this expert. As widi n^^t htsura^ jKrfi- 
ck$i the premium b^ provietes a level of loss 
pto'cntion serv^. !t is the institution's re^t^ 
bility to s^re this help and see that it is used 
effectively. 

The Occupational Safety and Health Act of 
I97U has resulted in h^reas^ risk r^i^tkm 
efforts. Tt^ alert mk manager should sm hi die 
Act an opportunity to redura risk on a scale m)t 
poi^sble faefcure. In many cases^ laws act as a 
stimuli^ for making major cental expenditures 
that might have been (teferred otterwi^. Tl^ Act 
gives the fofK of law to pr^tkes and OMiditiof^ 
of empkiyment wktely recognized as d^hrabte, but 
too exj^miw. TIk (^u{^ticmal Safety and Hralth 
Administration (OSHA) has ^kled fi^ and pen- 
alties to accomimny tte Act Institutkmal re^^gni' 
tion of OSHA r^uirements ami 1k>w to fumi and 
in^^len^t them sh<Hdd challenge the rkk man- 
ner; the Act shoukl a rade for risk r^h^tkm. 

AU private institutkms are subj^ to tl^ A^ 
Many state-supported or rela^ schools are ex- 
empt until their state h^ enacted a law ^rq^bte 
to tte federal govemn^t » a sut^tute tte 



Act. These state regulations wiU affect publk 
iratitutkms and will by ^te inqiec* 

much as f^terd law requires. For a detail^ 
treatment of this sub^c^ refer to the cbaftter 
•^ety.** 

An aki fai avokling risk h rar^ul review of era- 
tracts for c^l^tkm to hnlemnlfy, faisure, or Kive 
harmkss. Often sudi provfekms are ^boil^-^late^ 
ami may be sub^ to i^c^tkm. InabiUty to 
manage a risk may require a diief busii^s offi- 
cer to modify scm^ ^vitto in orcter u> coftfmm 
to the in^tutkHi*s ^trairat tisk mam^en^t 

Transfer d is a t^mki^ too often Bisso^ 
Bt&l <mly wid) tl^ |K»ch^ ci k^uram^. Anodier 
\^hicle for trailer b the type ci ccmtract imn- 
tk>n^ above. The rfek manager mu^ be alert to 
ways to impc^ on otters the risk of a given 
operation where it is justifiable. On constructkm 
c^seratkms in whkh the buikfer h not direcdy 
suf^rvised, risk groerally is tranrferred to tte 
contractor by **told harmk^"^ daus^ Leases for 
r^ »tate stmUd be scrutinized for trans- 
fer of liability ami |mq^iy rbks wten apprc^Mi- 
ate. Relative bafg^mii^ pc^itkm ctf the part^ 
may dictate wteth» bw^er of rsk is possitrfe, 
but e^ if po^ible, sudi tramfer is mH always 
advbabte. 

Risk Funihno 

Those risks that have been klentifi^, cannot 
be eliminated, and haw m>t been transferred by 
omtract mt»t he cfeUberately not k^ured, self- 
msured^ or k^ured ccMnn^rcialiy. Ti^ risk man- 
^ement conce|M dictates thai all three-^io insur- 
ance, total self-kisurai^ ct rkk^ ami retentkm 
throt^ use of dedt^Ues (ctescribed ki the 
tkm '*Deductibles'')^be weigM carefully in light 
(A tf^ biKlget, pecttUar finai^ial i^eds, kimtment 
policy, ami experto^ of ^Imkihtrators. B^(He 
iteddkig anuHig the three alternative a c^^ful 
analyst ci r»k« kiclmik^ a h^c»y erf k^ses, is 
i^cessary. &lf-kisurai^ wittout an adequate 
prc^ram lo^ prevetttk>n or omtrol can be a 
rosdy errOT. 

In a nomuJ situatkm gla» breaka^ is a mm- 
iiKured risk. Physteal damage to vehkles and theft 
of movable equ^mirat are other risks that m^t 
m>t tend tl^msd^ to iiBuran^ c^^^^ling on 
the fina^ial situatkm <rf tl^ kistitutkm and the 
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loss hihtory. The probability factor cannot be 
overiookcd. 

&:if-insurance ofTcrs one advantage over not 
insuring. It produces a record <rf rbk cmt ihat 
is othenvkc tost One must recognize tl^ admin- 
etrative cost as part of the overall risk cost Self- 
insurant may be funded fran tl» annual qser- 
ating budget or a fimd^l reserve cstablislKd and 
carried year to year, depending on the ability and 
needs of the institution. Busuiess interruptkm, 
direct prc^rty damage up to a giwn lewl, and 
limited crime kM» lemi tl»mselv«s to self-imur^ 
ance. Liability risks that are insured economkally 
ami serviced for claims on a first-d(^ (m> (fe- 
ductibic) basis seldom lend themselves to self- 
insurance. 

Some states and tnsUtutk)i» have examiiKd the 
feasil»lity of poolii^ certain risks. A ^ate may 
self-insure mwt risks and provkk a self-imuran<% 
program to its entire college and university sys- 
tem. If any generalization can be made, it is that 
die OMnbinatifHi trf self-insurance and retentkm 
through deductibles <^ers <^^KMtunity for savings 
after careful study by risk mana^rs. 

Insurance 

Insurance consists of sharing the risks of pos- 
sible catastrophic knses from specified hazards by 
a group of "individuals." Each member, or pfilicy- 
holder, within the group agrees to pay a portkm 
of the k)sses suffered by other members of the 
group. In thb way, tlK annual cost to each |xdicy- 
holdcr (rf such contingemites is rrasonably pre- 
dictable, while removing uncertainty about facing 
larger ci»ts <rf assuming individually tte results 
of a cataslrq>hc to property. The larger and more 
widespread the risk-sharing group, the more 
mathematkalty predkrtable are the anticipated 
tosses in any given {^riod. 

In exchan^' for the iMiKfits gained by ^^e«l- 
ing the risk among many individuals, the policy- 
holder must pay not only his share of the estimated 
cost of catastrophes predicted to c^ur to mem- 
bers of the group during a future period of tin -, 
but also his share oi the operating costs of the 
organization. 

Several factors enter into the amount tit mm- 
ance premiums. The total amount collected in 
premiums must cover (1) anticij^ted claims fc» 
tosses of policyholders during the foUow<ng year, 



determined on matlMmatkal and stat^ical bases, 
(2) operating expenses of the company, (3) agents' 
commissions, and (4) any amounts retaimKl by the 
company or paid to stockholders. The total cost 
b reduced by earnings on investn^t of reserves 
ami otl^ funds erf the insurance conqrany. 

No insurai^ comjmny ^(^>es the tKoittmiia 
of thk fcmnula. Lower costs to educatkmal iisti- 
tuttons can be realized <Nily by purchasing insur- 
ance from <»mi^n^ that operate econmnically. 
Cofflpantes that have selected rbks wbdy, that 
have held down (derating expenses and commls- 
skxis, aiKl that have mlt^ eliminated dtvi- 
dends to stockholders may offer salkfactory pro- 
tection u> &aksss ami unlversiti^ at minimun 
cost Insurance should be purchased on the basis 
of tb«e furtors — m>t b^i^ (rf frkoKlsh^, pa- 
tronage, or recqnocity. 

Agents atui Brokers 

Akhou^ agrats work on behalf of insurers 
and brokers work on behalf of insureds, the terms 
are u^ synonyoKNtsly in this text The lai^ 
insuram^ volun^ ott a natkmal scale is placed 
through agents and brokers. There are advantages 
m dealing with an ^mt or broker having avail- 
able within his organkatkm marking skilb as 
well as claim and toss preventkm oigin^ring 
servK^ that can be u^ directly or coordinatol 
with an iisuraiKe oraq^ny. AUlKNi^ there may 
be advantages to retaming a kxsl a^t or broker, 
an ex»tii^ relatk»idilp itoes not i^lutte secur- 
ing competitive prices. 

Agents and bn^n traditkmaUy have been 
OMnpeiKated by a commissimi {»kl by tin; insur- 
ance company, which varies with the line of in- 
surant. This B changif^ Iww^ver, and man 
brokers have been willing to perform service for 
a qj^ilWd f^ cNi lai;^ aco>unte, ratl^r than to 
rely on commbskm. In smaller instituttoitt tlw 
percental osnm^k»i Is umtoubtedly a fair means 

com{»mating the broker for his km^wMge 
ami skill. Tte risk manage.-insurance buyer must 
(ktermine f«- himself in e^h instate what tl^ 
nnnmbsion amounts to and wl^tlur hs is recelv- 
mg fair service tot t)M nKmey sprat 

r>» Underwriter 

The iimvamx comj^ny's iteciston on accqning 
the rkk and on the pr^ to charge the fumiton 
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oi the umkruTtter. Althou^ many types of insur- 
ant are prte^ (nm a manual^ it h gei^ally trw 
diat there are niini^tNn variabte or cmltts pm* 
sS>le. Tl^ umkrwri^^s analysis irf tbe risk b an 
^sential point In many instant receives 
tftformatkHi frmn the t^mt m hteka ih*, in ^ 
case (rf a dti^ writing ccmqmny, frmn a sates* 
man. It b ctesirabte to invite ^ uiKterwrititf to 
the instituti<m, as a fitU um^iaihiii^ d the local 
situatkm is vahiabte. 

Cim^^rmiims in S^ectkm 

Ttw relationship beM^^ an bstitution aiKi an 
insurance ^nnpany idioi^ kH^t^m* Asstim- 
ii^ tite quality <rf so^fee is satkfactory, an 
cepied mmimum ^ktelh^ h diree to five years 
erf oommuous covoage befme toting the market 
Differmt timii^ be a|^mq»1ate, howev^t 
ckpendmg on market C(HiditkM& 

For the large imurance purchasert omipetitive 
pi»itbi» betwcra stock in^rai^ om^^^ aid 
£rect writers, ii^httih^ many mutual «>mpdni», 
prc^ml^ are uKiistii^^bte. A dKmR"^ survey 
ctf prosi^ctive a>mpan^ by the hssurai^ pm^ 
chaser or his broker should h^IiKie dir^t witti^ 
ami mutual compam^. BrtAers have acnss to 
these types of finm as well as all mhers^ even 
though mutual companies <k> iK>t jmy a onnmis- 
sicm. It is antidi^ted tl^t the {Hir^aser will fmy a 
fee to tlK broker for hs Kivto if a ocmipany 
other than om dfering a ommii^km H setected 

Frwn time to tin^ any msuraiM im^ram 
dKHiM be reviewed <mm ct sevo^ n^tlHMb. 
Some iftttitutkm operate cm tiie a^imqKkm that 
tl^ have a lasting broker relMicraship, wfaidi 
dktates that tlK broker i^utkipate in ttes^h^ 
q)ecificdtions and wAitit aU pn^osals frcnn ii^ir- 
ance companies. 

AmMl^r schocd cS thoii^t s^gests omqieti* 
tkm among ag^tfs aiKl brokers as well as insurers* 
This gcoeratty r^ires that tte q^eci&^tkms be 
ctesigiKd by the instituti<m. (Xten thfe ccmq^ ^ 
h best (k>M by a am^ittant; many «^ eiq^rts 
sell no inswance but work for a fee. Dtes%n of 
speci&atk^ duHdd fmsdim a ^ar* fa^urai^e- 
term (fescripti<m erf wvers^ ctesir^l, Ttese spu^ 
iiicatic»» ^KHiM enat^ imidi^tkHi ei prop^ah 
that may com|»r^ fairiy, and yet should be 
flexibk efK>ugh to permit an hmorative hisurer 
to ck> tte b»t ^ possibk. Insurers sIkhiM be 



required to i^esent a omq^^^ive iIlt»tratkMi 
oi s^kes to {wovkfed, by wlmn diey wW Ik 
peifonMd, mKl wIku persm^ are pre^tt at each 
Krvkmg kicatkm. It » itot out erf cmfer to ad^ any 
imurer ikh previcmsty kxtown to die hstitutkm to 
nan^ <^mr bstitottatt erf ^h^tkm 
services in <mter to f^ilitate a ^'ser^ aft^ tte 
sak"^ iiKiuiry« and to evaluate femilkrity widi die 
Prtee ami tveadth oi protectton are cri^ral 

Setect»ra ot die teokm to comp^ is an ex^- 
process. They slKHikl d^nonstrato an interest m 
tt^ a^Hmtt wkh saspe <rf rarvfee c^^ed ami ex* 
peri^iK <rf i^scmi^ fW^Kr pcrfnts erf jud^m^ 
Proxfanity erf a service (^toe k ctesirat^ If possi- 
bte, d^ hroki^ stouU know bW^hh^ alNHit a 
similar ii^titutkm's rfek man^es^ asd insm- 
ance prcrfrten^ Finallyt the hroksr shouki ctennm- 
^te familiarity widi tl^ om^ns erf risk 
man^en^t 

Adequate tfase sl^mkl oe alkiwed fnmi issuarce 
(rf ^yed&atkms undl ^opo^ are <fa». Thb 
dKHikl be at Imt thirty ^ys, and kn^r if t)^ risk 
h large cht ccmq>lex« It is b^ to altow a nmith to 
evaluate proposals. 

In get^aU in^ran^ cen^'^N sltoukl be 
thiHi^t erf ami elisa»^ in tenm erf tt^ types erf 
risks* The two major efivistems are prq^erty insur- 
ance aiKl casualty or lial»Uty iwurai^* 

Properfy Insurm^ 

BuiUUf^ ami Ctmtent Vdm^ms. In^tudeMis 
with standard fire and extoneM comi^ are in- 
sured ^ actuid ca^ \^«» (AC^)« Ckmrally, ac- 
tual »sh value is efefined as repla<^nmit cost new 
less ekpredatiem. Risk nnmagers dundd be aware 
that most financial reports stow histenteal cost erf 
iHiikiings am) efepr^i^d ce)st erf ca{^ contents. 
To prei^ over* e>r umter^i^urii^ property, the 
risk tnam^ may w^ to have an ^^nateal bjf 
om ot the n^ny trras eiffermg dife servke. Once 
COTiptetaJ, an annual bKtex can be used to ufxi^e 
e)righial a{^^isals« 

Dedi^tlbies. The eMi^il^ umnmt erf an in- 
sure Um b tlmt pc^ttem be>me 1^ iSbe toured be- 
fore is emitted to any rea>very from ibe i^irer. 
Tte etedi^il^ may be for ^h k»s, an annual 
ame>unt erf k>s^ e»r a emiWnatkm erf be>ds* The 
|mrpc»e erf ihe eteehictibte is to dmdnme die rela* 
tivety sn^ am) fr^ueid kis^ frcmi insurai^ 
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coverage. The business officer should carefully 
appraise the ability of t)» institutioii to fund kiss 
through increasing deducttbies. He should retain 
as large a risk as feasible, based on history ctf loss, 
pre^t efforts at loi$ pre^«nd<m, ami maiiet re- 
qiiirements. However, aMt»(feral^ {mmiuni rav- 
ings may be possiUe for a relatively smaU fa^rease 
in tlte dedt»:tibte. 

Perils. It is desirable to insure the broadest plec- 
trum (tf perils by purchase of "all risk** or "differ- 
ence in ONiditions** insurance which, instep of 
naming perils, insures against all risks except those 
speci^ally excluded. Such exchukms indi^ war, 
nuclear rea;tion, and wear and tear. The alterna- 
tive is to insure ^nst spe^k Hsk^ as fire, 
sphnkkr leak^, and radraiKtive omtandnadcm. 

Pn^rty insurance inchides protection against 
direct finmidal Ion due to insiral^ perils as well 
a& proiectiiMi a^iiBt indirect kiss ona^med 1^ 
direct km. Examptes oi busii^ faitemqitita in- 
surai^ iiKliKfe k)ss of dinii^ ^rvtees r^eiiMs and 
lK»isii^ revent» throu^ fire or di^^nunt (rf a 
central steam boiler. 

0&»r cmapta^ts <tf the pn^jerty ii»uraiKe 
package may be transit insurants, covering mer- 
chandise and purchases white hi ctmra^rdal nnive- 
ment aiMl (Hher type« nf ^ter (c^ morale 
property) covera^ on institutkNial assets, either 
in movement or on premie, ^j^ial pn^serty 
insurant is at^ilable on data processing s^tems 
and &m apply to bc^h hardware ojverage ami 
media coverage, whtth refers to {Hoces^f^ toss as 
a result of direct damage. 

Not to be overiooked is bmler ami machhiery 
hisurance, the greatest feature of whkh is intei^w 
loss-prevention insp^ticm service for steam boil- 
ers, hot-water generators, moving mechanical 
equipment, ami etectrical sy^ems. It protects 
ag»insi 6irKt toss to equiimiem. to the encto^ 
tHiilding. aiui to bodily injury if sudi cover^ is 
dnimi, as well as uKUrectly to ui» and ocatj^i^. 

Casudty Insunmce 

Casualty os liability msuroi^ UMially MHKems 
k»ses caused by persoiml faijury as «i«n as tte 
liability of the insured for such injury or for prop- 
erty damage. Casuahy insurance is as hnportant as 
property insurant in protecting tl» assets an 
institution. In a sense, it is a much more complex 



insurance problem, since this coverage is designed 
to protect the institution ^ahia UaUlity imposed 
by law. Cosaaism law ctoctriiKs vary froim i^ate to 
state as does statutory law. fanmunity from tort 
liability is granted in some states to eleemosynary 
faistituikms. PuUw cd^es ami utfver^iies in 
certain states enj<^ protection from tort liabUity 
umier the th^ry ^ sovereign inununity. Uwg- 
standlng legal cot^epts change, so no institution 
shouki cmnklCT its a»Klitkm ^atto. 

For those institutions with statutory or common 
law immunity from snhs, mkUtiaial caotton Is 
necessary. Altbm^ dtt corporate faisthutk» in- 
deed may enj(^ some fanmuirity, mdividttal f^cuhy 
and staff members may not. There k an increasing 
tendency for Utigatkm directed against an faidi- 
vid jal as well as an in^tuti<Mi, This creates tensi<Hi 
and uneasiness among emptoyees unless they are 
assured <tf (not^tkm or (^Sense at the institution's 
expense. AU such liability pol^ shouki conmfai 
an eiKiorseinent jm^lxting tte hi^iraMe ccrnifuny 
tm bivokii^ the (kfense of immunity widiout 
specific written con^flt 

Tl» l^rt of a fi^^ity fm^nun is a ocmipre- 
hensive, general liability polky. It b usually deslr- 
aUe to mmn all emi^^ aiKi i^its, iiKhMfing 
b<mrd members, acting on behalf of the htstitutton, 
in order tlmt swh perscms tf nanxd iiKti^^ually 
wittout ths ittstituticm will grai^ a defmse. 
This is, ci course, a p(^ d^ston. Tlw st^n^ 
policy grants protection to die univerdty for clafans 
arising from its positton as a landtord, inchiding an 
of its operattons both on and d! premises. 

Certain extef»kms qH the costraiary sct^ d ttw 
pdicy are essential. One such extension is con- 
tractual r^fity <» a broa<M^orm Ymm. Thb pro- 
tects again^ liabi% not imposed dhectiy by law 
but is a8»m^ vduntarily umter a ccmtract (Mher 
dian a property tease. Other essential covers is 
the so-called persraal Injury emtorsement. Thh 
extemte prcrt^^ for clain» fhmi f^^al ot 
bodily hijury to the areas of hlKl, slamler. and false 
arrest and can be extemied to U^hKte dt^emina- 
tion d informatkm that may cams dam^es. 

Worknmt's Compensation. ^ate requires 
an em(rf(^er to imtennify an emfM<^ ^nst Mr- 
tain types of tosses r^ultii^ from a work-cjn- 
nected injury. Such laws grew oot oi refona ia the 
first decmte of ti» twenttetfa cehtury, tteprivii^ the 
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employee <rf the right to in tort ai^ guarantee- 
ing stipulated benefits witlHHit pnx^ of TCgligei^. 
Seme eonsi<kr this a ^irff l^netit* tnit most auUiof- 
ities agree it more clo»ety resemt^ casualty insur- 
ance in terms of its iinaimal imfma on t)» 
institution* 

This impact varies with bei^ tevel oi exh 
Mate. Tte important pdnt is that hi sraie jurisdk^ 
tkNis such as California, New Yoiic, ami New 
Jersey, tite linandal imf^ <^ Gcm^>en»timi Ua- 
IHlity can sub^amiaL Si^ Ud^ty is ^mraUy 
insured. Even in thcw ca^ where setf-umiraMe 
programs are maintained, it is wise to rdmure 
u]^r-ievef liability (m cati^rq^ 

In tlK»e cases in whteh an h^tuHon to 
insure its entire lialHlity, ^veral Umos are avail- 
able. For the smaltest ii^tutscm^ tte nmnual 
are applied to payroU. The premium b set by 
perien« of sinsilar empk^yers in li» state. Lugsr 
institutimis may seoire experiei^-rated {N^teies. 
Ttesc contrast tl^ individual institution's expen- 
emre over a three-year period with similar empkiy- 
crs ami provi<k a cr^t or 6Mt fmor to manual 
rates. The hrgsa in^tutiom generally find it 
^vanta^ous to insure umter a restro^^tive rat- 
ing plan in which roughly twenty percem of the 
experience-rated premium is retaiim! by the in»ir- 
ance company. The bala^e of tl^ premium is 
determined by the ^ual clami payout, modifi^ 
by certain ackfiticmal charges for claim cost ami 
taxes; thus an Hidividual i^ys his own way. All 
such plans have a maximum annual premium. The 
twenty fi^icent retentiM faidiKfes tl^ oist oi pun 
insurai^ for exfxmires that tl^ insurance ^m- 
pany cannot pass back to tl^ polkyhdder in the 
retrospective premium frfan. For an iiMituticm 
laige emnigh to qualify for a retro^^^ve plan, 
this is usually an excellent vehkle for ^curing the 
prc^r cr^it for a gxd safety program ami other 
efforts ain^ at curtailii^ employe injury. 

In s(MM jurislteticms, a ^te mom^ly is tte 
miy KMirce d insurai^. This form insuraiKe is 
related rareftilly everywhere. StUi, it b essential 
that experts be emplc^^ to evaluate it» nK>st ad- 
vratagccus plan for a pwp institutkm aiKl t)K 
insurant ^Mnpany best abte to furnish the m\^- 
able loss-prewntim engineerii^ ami claims serv- 
ices that must be a part of the wortumn's ccmipen- 
sation prc^ram. This prtAccU both the histitution*s 
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finaiKes ami tl^ right of emj^yees to prompt and 
fair trea&ncnt after injury. Many oimpensaticHi 
imunsrs operme m only cme state aiKl due to effi- 
cient, s]^aliKd c^rati<Mis, offer substantial 
divkkmis to se^^ (x>lkytK^rs. This covcra^ 
d^rvM ampkt^ invettiga&m« ^noe woitmen*s 
ccmipensation often reftf^^nts a ri^u&am iHid* 
getary ^>st. 

It is im(H>rtam tl»t pc^bte encfemn^nts to the 
ccmqye^ticm pol^ be evahiated. Exam{^ are 
vcriuntary ccmipmmtk^ emksrsen^ts, all-state 
coverage for emjpkyees sub^ to a jurbdictimi 
outside tl^ state of primary work, foreign coverage 
for faculty members who may be almmi, covers 
under tte Jones Act, k»^8lK>remen and harbor- 
workers* ^mipensaticm program, or fecteral mari- 
time juri^tkm. 

Crinw Insurm^ 

Careful attenttcm shouM be given to blanket 
coven^ ctf all emptoyees to pre%^t financial loss 
due to their vivifies. Most crime policies can 
inclmfe additional |m>tectkHi for km of money di^ 
to bursary, rold^, h<^up, fcH^^ry, ami counter- 
feit moi^. The pcHkses, ii^mihig tl^tr limits <tf 
liability, must be taOor^ to tt^ meds of the insti- 
tution. This require ireful scrutiny by finaiKial 
officers, auditors, aiKl ^ent or broker. 

Vnemphynwnt C<mtp€nsaii<m 

This liability is to mxX mstitutions of higter 
^i^ticm and resulted from feckral government 
pressure on the states to make nonprofit employers 
subj^ to the law. It is intern^ to tfis^nir^ un- 
nc^ssary expansion and contraction erf staff ami 
can be costly if mH weli-man£^ed« Strnknts usually 
are not a)vered; faulty oNttracts dxHtkl be so 
written that faculty members with contracts for 
teaching in the subsequent fall are mrt eligible to 
claim ui^mptoiynmt ampen^ticHi tenefits durhig 
ti^ wmmer mcmtl^. 

Man^en^nt oi this rbk (&tat« prudent per- 
sonnel prKt^s, especially in larger institutions, 
whkh may be laying off em|rio^s in om depart- 
n^t while hlrir^ in am^r Oox coordinaticHi 
and rethinking of ihc cccmomics of some summer 
layoff pract^ are nece^ary. Caref td documenta- 
tim of dbcharge for cai^ is etementary in con- 
trdling this risk. Fumiii^ get^rally permitted in- 
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cludeii cither reimbursement to the state for actual 
benetits pakl to former employes or payment 
a payroU tax, which is normally experknce- 
mt^ifWd, Thoughtful but prompt ^tenti<m mu^ 
be i^id to each cbim for us^npksyn^t compen* 
sauon whra iKjtfct: a revived from state ctii^* 
ment ofSkes. 

Student Accident and Health Insurance 

AInKKt every institutifm has a program to pro* 
vkk such gnnip iosurai^ to its stiKletm. It nuiy 
be mandatory or optkmal. In a few in^arces stu- 
dent groups administer and inircfaase sihJi cover- 
age. In others the institution itself directly pur- 
chases the coverage on behalf of students. Many 
inm>vatkms are be^ made ia the type<rfii»una^ 
coven^e avaiiabk' in this complex, ctHnpetitive 
market. Th.* choice often varies with tl^ aoKMrnt 
spent and the size the institutkm. 

Statistics is the key to effective student heahh 
insurance. The agent of broker haiHllii^ this onvr- 
age should provide detailed claim statistics fcv 
joint analysis of the price structure. This insurance 
usually is written m a very low ccmipany overload 
etmtf»red to casualty or prqjerty insuraiKc and 
has ail tlK advant^es <rf mass nKrchamli^i^ econ- 



tmk&. It belKMv^ tl^ institutkm, on behalf ctf its 
stiKiettts, to make sure the pn» is equital^. 

SUMMASY 

Each institution must adc^t a pdicy statement 
for treating risk. This statemem should be used in 
analy^ng risks. Auttx)rity for matmgit^ t]^ tivat- 
ment accorded the risks kfentified should be 
centralis. 

Oafy after the risk maiu^r has onni^ted a 
pn^ram ctf redt^i^ a«l gliminaHng ^g. 
sumcd or funded risk* and tran^erred ^rtain risks 
to oti^n shmikl the r^khtal risks bs transferred to 
aniimirer. 

Careful attention must be paid to selectioi (tf the 
insurai^ c<mipany intem^iiary anl the ccmpeti- 
tive marketing of the institution's insurant. Cov- 
erage is best bought on the bro^^ possible basis 
^ter the assumptkm (rf mximwn risk. ImuraiMe 
may be groups into pn^rty ^sveng^ camalty 
(iiKliKU^ workoKn*s compensatk») coverage, 
crime coverage, and insured benefits. (Except fbr 
stwtent ^ident and healtii insm^nce ami uiKm- 
pk>ynKnt cmnf^nsaticm, more ifetaUed btformatifm 
on insur»l h;neflte can be fouixi in the dapUr 
"Facuhy and Staff Benefits.**) 
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Administration of Sponsored Programs: 
Instruction, Research, and Public Service 



INSTRUCTION, refieaich^ami puli^c serv^ are the 
primary fui^ons of Amerkan h^l^r educa- 
ikNi. The degree to whteh a>Ue^ or uni- 
versity fuiiiih any or ail these functkMK defends in 
laii^ tneasure on the goals of tte tnstitutkm, i& 
siK, and a^^lability of rescnii^'s. Fumis for at- 
tainment of tlu:se fui^tions come from various 
scnir^ si^h as student fees« state government 
af^ropriations, gifts, inwme frmn endowments, 
and extramural sui^rt (grants and contr^rts, 
principally from agencies of tl^ federal govern* 
n^nt. corporations* foundations, and voluntery 
health agencies). 

Policy and Program Implications 

Grants and contracts provide a significant por- 
tion of tl^ total revenues of many institutions and 
are the primary source of ^pport for re^arch 
projects. Scmety am) in^tutions have benefited 
greatly from the availability of such fumls, as d^y 
advance knowledge, akl training of new scholars, 
and provide !;jpiK>rt for expamted facilities. How^ 
ever, administrators must cc&i^ier the ami 
potential impKt tl^se fumls can have on tteir 
institution. If tlKse resources are permitted to te- 
come an integral part erf the finai^ial fabric <rf an 
institution, any signifteant withdrawal cmM create 
substantial wademic, administrative, ami fiscp' 
problems. Acceptai^ ot tl^se fumls is a^ - 
pani^ by a requirement for strict wcountabli; , 
and involvement in sp<msored programs unpM. i 
demaiuls on f^ilities and staff, which must be 
v^ghed ^refully. 

The forcing slKnikl 1^ «>i^s<fer^ in polky 
ctect^sis as to the level and type ci q)onsor&d pro- 
gram activity the OTilege or UiJ^r»ty will pursue. 
T!^ business ofii^r should be cognizant ti^ 



r^ouroe unplkaitms as^)csat^ with extramural 
supfKHt in order eitter to ^Ivise aj^rc^riate 
(^Idals adequately wl^ pclky ctedskns are 
under consicferaticm or to provicte kmfership in 
their formulaticm asid man^ement. R^anUess of 
tt^ extent to wUch the in^itutim ei^i^s in spon- 
^ytcd progran^ the effect of si^ funding in tte 
context of overall institutional obj^v^ and the 
admini^tive r»]uirements im{Kis^ by sponsor* 
ing ^f^ies are a matter <rf direct ccn^m to the 
busiims (^er. 

Grants ami ^mtn^ts, the devi^ for autborbdog 
sponsored prc^rams, ai^ awankd to institutiims, 
not to the individuals res|Kn^ble fm the conduct 
of programs. Althoi^ ^wtts and ccmtracts mr- 
mally are awanted to Institutiom because ctf sf^dal 
competent <A staff members, tl^ instituti<m as- 
sun^s full legal responsitnlity for the pn^rams 
and for fulfilling sponsoring agency reqidren^nts. 
It is therefore e^ential that every effort be macfe 
to insure that souml mam^n^t (m^ti^ ami 
prudent fiscal policies are followed in administer- 
ing tl^se re^nirces. 

Organization 

Formal pcrfteies ami procures for handling 
^KHisored pro^wns are essential ^il^ne^^r there 
is any »gnificant vdume. &ich poises and pro- 
cedures, which slKmld involve the bu^iess <^er 
and those in the arademic cmmiunity at an early 
sti^, ^louki be ctevekq>ed with tl^ ^Ksperation 
of all s^ments of t!tm institution to insure comfdi- 
ance with sfXHisor requirements as well as main- 
tenai^ of histitutional integrity. 

One ctf tl^ inhial stq>s in n^rti^ion ami ad- 
ministration of giants ami omtswts is the ckvelop- 
ment o( an af^n^riate fut^^snal stn^ure. 
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InstitutkNial su{^rt activities leqtiir^ for tte 
administration of sponsoivd programs include pn>- 
posal prcf^ration^ review, and submts«<Hi; grant 
and c(Mi!ract m^gotiatkms: purchasing; (k>^k^ 
mcnt and negotiation oi imiirKt mst rates; main- 
tenance of aconints ami records; managen^nt of 
inventions ami a^rights; affirmatiw action pro- 
grams; protection oi rights of human subjects ami 
welfare ol animals; prei»rati(m and sul mkdnn 
of reports; administration of cash ftnv informa- 
tion; luid compliam^ with other grant ami wotxact 
conditions. A major task of orpmizing is owrdina- 
tkm oi all per»Mtt invdved. 

The acattefflk staff is ret^sonsible for pre|»ni- 
tion and review (rf at least the technkal {KUt (rf 
pn^xisals, performan^ (tf ths work^ preparatkm 
of technkal reports, aiMi many otl^r ^vitks. Tl^ 
business or administrative structure should be de- 
signed as a Krvice and raordiiatn^ c^iatkHi. 

Hk c<XHdination required fm- a swce^ful sys- 
ten^ >f spcHisored pn^rams shsmM he0n with the 
president or pdndpal officer oi the institu^m, 
where tl^ various (A re^KM»il»lity aiu! 
authority convei^e. Below the president ttere can 
be a variety of organizational frameworks. There 
is perii^ only otx key eten^t cmnnKm to all: 
a pn^josal for a project ccHistitutes an offer ami, 
legally speauing, may become a tending contract 
(whether called a grant or a contract) if the 
sponsor accepts. The final approval of the proposal 
thus cannot be taken lightly and sboukl be 
by a duly authorized officer of the ra8tituti«i. 
(^ten tttere are dil7ere/K^ t^tween the initia] 
pn^XKal ami tlK grant or ccmtr^ recei\«d« or 
tiMre are terms and conditions iK>t previcnidy 
spelled. In that case, a<xeptai^ the r^hing 
grant or omtract also sh<Nild be mack 1^ a duly 
authorized c^Scer. Other acticms stKh as wwhers, 
financial reports, and final setttements also may 
require an authorise officer's signature. 

Division op Responsibiuty 

The o^ce can fit into any of the following 
frameworks, or a conbination of tl^m, sin^ al»o- 
lute generalizations are impossible. 

No SefNmae Office 

When the volun» of sfxmsored programs within 
an institutifm is anall, ttere tnay not be suffident 
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justificatiiHi for estabUshii^ a special office to 
handle the administrative responsiMlities. In cer- 
tain circum^ai^es, even when tl» vc^uok is large, 
assignment of the varknis res{Kmsilnlities to i^- 
ular (kpartments, divisi<ms, ami officials may be 
{Hvferabk in order to avoid multij^yii^ tl^ fines 
of re^xMisibility within the oiganizatiOT. In cither 
case, it is essential that e»U) reiqxm^lMlity be 
ckarly defined ami as^i^ with ntfiteirat time 
ami perscMuiel for ^h. It is im|wrtant that those 
wto hamite the bu»i^ and l^al pnrf^ms in- 
volved have adequate trainii^, inasmuch as these 
problems are not only substantially different from 
tl»se ei»(Hmter»l in otter aqiects <^ edi^tiraal 
ii^tuticm adminbtratkm, i»it also are (rftra akmc 
cranpl^ted, partkulaily in govenmKnt omtr^ts. 

When ttere is m> special <^ for handling 
sponsored programs, ihe bu^ne^ office normally 
will administer tlw tNi^ness and financial (ktails, 
and the ac^mk divi^ms or (^»rtn^ts will be 
resiMmsibte for the sct«iti& and tedmical a^Mcto. 

ii^tutk»*s kgal OMuisel may a»uiiK ^al 
and contractual responsil»lities. 

There are many atuatkM^, however, that in- 
volve bushiess ami scientific as well as kgal 
a^s^ts, »^ as inventkMK and patents. Making 
ami reiHHting an inventxm is |Mlmarily a le^xMisi- 
Ulity of re^arcters, alttough ttere dnwld be {no- 
ctures and remimkr serv^ to f^litate reput- 
ing. Negotiation of omtr^ua] provisions for 
inventions and patents is a business and legal matter, 
ami agrecn^nts regardii^ diqK}»ti(m inventkms 
must be prei^«i to be ^lly ^ifmceal^ and 
must be ex^utt 1^ tte research st^. The qiKs- 
Uon of patenting must be d^tckd, ami the caaxst^ 
craditions must be complied with before the insti- 
tutkm receives its full payment for {^rformamx of 
the r^rarch. 

TlKrefore, cl(»e !iai«Hi is n^ssaiy waot^ the 
business o^, the c^ke responslMe for kgal 
matters, and the (kan, ckf^rtment h^ or i»o^t 
k«kr to in»irc that tlu institutkni un^itakes <mly 
oUigati(»u it can fulfill aiKi to insuje that ttese 
<^ligatiom are met 

SeparOe Office 

In larj^r iit^tuti<ms ttere Is dten a sejwrate 
oflke for hamUii^ many acfaninl^tive a^^^ (tf 
sfxmsored pn^rams. These programs s^oer^ 
ittelwk ail three fuiKtt<ms (in^nwticm« r^&a^ 
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and [iHiUic scrvke), but scm^times only re^rch. 
Fciiow^ips also may be a test < fmitrility oi U» 
i^m^ offi^. In soiM institutkMii v. ^ person reqxHi* 
^bk for the sc{mrate of&K a^^ *s to t!^ chief 
business officer; in c^rs, to a ^ciiior ^ifemfc 
c^cer. In rare instances he may be le^KmsiUe 
to a vt^ president in chai]|e d fund rai«ng. Any 
of tl^se arrai^ments woi^, tnit tl^ (fetaiied re- 
sponsibiliti^ may be ^wiewhat diffeirat In any 
events ami most importantly^ ttere shcmld be weD- 
deiii^ duties known biMh within the faistitutkm 
and to ail qx»isors« 

Tl^ internal oi^animtkm ci an c^ra for ^Knh 
sored pn^rams is ccmiirfkated. Ti^re are bn^ 
fuiMiimal re^Km^bilities that cut actms pro^cts, 
si^ as {mtents and copyrights, human subjects, 
animal care, security, pn^rty man^^i^K, aiKS 
occupational safety ami l^alth. Ti^re are iiKlt> 
vidual project management re^m»3rilittes, indit- 
ing preparatk»i ami sutaii^i<H! of proposaK nego- 
tiation ami ^eptaroe, mcmitoring, am! ck^mit 
A rompetent pers<m can ^^dali^ in or mme 
broad fuKttonal areas ami still hamite a grcNip ol 
iitividual i^ro^ts. 

Fiscal and accounting reqxmslUlities for ^khi- 
sored programs may be assigi^ to an d&x for 
sponsored programs if the person responfible for 
the oi&e rejxMts to the chief In^n^ or fiscal 
c^iker. More c^n are m^. In either case it 
is an important resfxmsii^lity d the office to s^ist 
in olnaining prompt^ meant r.gful pro^ «>st state- 
ments for principal investigators ami for the ofl^ 
itself to insure effective proj^ management, Tte 
ofliK for spcmswed programs diouki monitcn* cc^ 
carefully and anticipate ami &et upra potential 
overruns. 

Committee or Board 

Sometimes a committ^ or board is establbl^ 
for ti^ get^ral overview d spomf^t^ pn^raim, 
{Mirtkularly for spcmrar^ researth. Aj^roval hy 
ti^ faculty for estd^hn^nt oi sMh a cramiitt^ 
or board has a ^utary effect in terms at araq>- 
tan^. Both s^mkmic ami Inisii^ss interests stenikl 
be represented, but tm>re than seven or ^ht num- 
bers will temi to make it unwiekiy. The executive 
oflteer for such a omimitt^ fr^t^ntfy b tl^ 
dir^or of tl^ c^tee for spcn»^ pragran^ 

Major fuiKtHHis of this rommittee ii^lude peri- 
odk develi^m^t ami review d stat^i^tts d 



pcdicy or procohire ooverh^ varkws a^>Mts of 
sponsored pn^rams si^ b$ criteria for %cep- 
tai^, pftqKisal procures, ^curity, and patent 
pdky. ^mmiittee ako may fiml it ctedraWe 
to review qi^ific prc^x»ah above a certain (Mbr 
level or with unuraal im{rficatkn». Sub^wunitt^ 
can be estabHd^ in areas si^ as [Stents ami 
o^^r^ts, human sub^ts, prol^k»^ ncm- 
f^ulty persomid, and even for alk^thni of in- 
ternal research fonds ami in^tutkmal grants* 

Sepanae Cwpwntim or Fmu^^m 

In instai^^ primarily in state-^q^rted 
institutions, it is desiraMe or even nece^ary u> 
establish ^parate anpontkm or fmmdatkms to 
ac€e{M and carnr out sponsored programs. The 
reascms ii^mte limitti^^B in diarter or authmiz- 
ing legislaticm tlmt prevent or hamper ^Hiduct d 
swh work, ^te fiscal regulatkms and {nirdmsing 
fm^cedures, or the ctoirability d havii^ a ^parate 
corporate entity handle patents and other typ» 
d trai^actk^is in a^ttcm to ^Kmscn^ programs. 

Th^ ^fmrate fmimiatkm may cq^erate on a tesis 
ccmifmrable to a ^Kmsored {Kogram c^ke within 
tl^ institutfon, or it may take m mMitkMial or 
fewr respcHmlrilities. Tbs legal, rontractual, and 
i^ratii^ relatiomhips t^tween the fbuitatkm ami 
ti^ institution must estaUish^ cm a mme 
formal tosis ami mjuire SOT^what more (tetail 
than when an dRce witlnn the m^tutiim has the 
admini^rativc r^fxm^trility* Fcnimiations that 
service multirampus instituticm mi^ be ^sraialty 
or^nh^ and faffed to mitigate tim distal^ prob- 
lem; generally, an authorired repre^ntative of the 
foumiatton sl^Miki be pl^^ at each rampus to 
fadlitate liai^m* 

PROPCMAL, NEGOTlATKm, ACCEPTANCE, 
AND iMPtEMENTATKM 

Because all ^^onsored prc^rams are t^sed cm 
agreen^nt to i^orm, the im>ce^ t^mrily re- 
quires a formalized a{^>^atkm ami &c^pt«i i : i 
procedure. This imh^es pmentation d k^s, 
x^gotiatkm of terms of award, ac^^ptan^ ami 
stnKture for mfanin^erii^ tl^ prq^i. Only a 
properly d^gnat^ c^kial or his des^nated repre- 
sentative slKNiki be abte to crfd^ate tl^ instkutifm 
or amend tl^ terms or comiiticM^ d a grent or 
ccmtract. 
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Pivposals 

The Primipal Inve^U^aior. The ^nsiorcd i^^]- 
ect must have a principal investigator or director, 
who should be free to scieci his subject matter 
within the limits of institutional policy and to 
formulate independent findings and OHicIusions. 

The investigator*s or director's role b predom- 
inant in performaiKc of ttv project. He slH>uki 
devote a significant portk)n of his time and effort 
to the undertaking. The institution is respcmsiMe 
for fostering an environment condt^ive to the 
project* 

Proptpsal Preparahn. Proposal pre^^raticm b 
basically the responsibility of tl^ investigator. 
However, depending on an instituticHi's shse, tl^ 
vdumc of sponsor^ activity, and the indivkiual 
investlgator*s commitments, suf^Mrt servtees may 
be neccs'iary to tik! efficient prodtKrtkm of 
proposals. 

Basic services include typing and reprogr£4>hk». 
Admini^rative staff familiar with buc^ting and 
a>st projections should be available to assist in« 
vestigators in preparatton of fiscal elements of the 
profK^. Ideally, these same i^rs(»K would 
responsible for administrati<»i after a grmt or con- 
tnK:t IS awarded. In addition to ti^ir amounting 
and budgeting knowledge, administrative manors 
should be familiar with the pro|X)sal guidelines ami 
administrative regulations of the institutkm aiKi the 
sponsor, and serve as the points of a»it^t with 
institutional officers a^sfKmsible for af^roving, en- 
dorsing^ and forwarding Ihc pwpossd to the 
sponsor. 

RevieH's. Proposals should be reviewed and 
formally approved by department chairmen, cfeans, 
or laboratory or insttti^te directors. The business 
aspects of any prq>osal also siMuld be reviewed by 
tl^ business officer or his (ktegated representa- 
tives. Factors considered in prcq>osal revkw may 
include: 

1. Eligibility of tl^ Investigator — Is ti^ in- 
dividual initiatii^ (t^ prc^x>^ eligible 
umfer the rules of the institution to be a 
princif^l investigator? 

2. Educational Compoi^nt — Dixs Uk; pro- 
posal incluik an edwational com[K7Mnt 
that contributes to tl% academic program 
of the institution am! provides training and 
suppon of stiKtents? 



3. Fiecdom to PuUish — Is tte investigator 
fia: to publish his ffndings without 
n^strktkm? 

4. Pic^mx at the Institution — ^Will the pro- 
FK)sed activity require tf^ investigator to be 
ab^nt fnmi tl^ institutkm for extemied 
(H^riods of time? Is such ab^nce 
warranted? 

5. Percentage of Effort — Is tlK amount of 
effort committed tf^ inwstigator cchi- 
sistent with his othsr dutks? 

6. Human Subjects — If the propc^ed research 
inraives the use of humaii sub^ts* (k>es 
the re^arch prc^ccol ccmiply with govern- 
Rental requiren^nts and with a^rai^es 
fifed by tl^ Umituticii? 

7. Care (tf Laboratory Animate — If warm- 
blcKKfcd animate are to be used in tl^ ccm- 
duct of tf^ re^rch, have provisions been 
maxk to insure ackquate and hiunane care 
in JKXordam^e with prescribed institutional 
and legal standards? 

8. Budgets — Is tiie Imd^ sui&^sntfy ^ 
tailed ami ccm^stent with tt^ subsequent 
amounting to be rendered for actual costs? 
Have all {x>tential cost items been covered 
in the estimate budget? 

9. Staff BeMfit ami Imlirect Cost Rates — 
Have the institution's staff benefit and in- 
difvct cost rates been propeiiy appifed and 
included in the proposed bw^t? 

10. Relation Hazards — In the event that tin: 
propose levity ^»stem{riates use of ma- 
terials or ftevices that may pose a radiation 
hazard, such as iscHopes or relation- 
prcHlucing machines, is there evidence of 
appropriate planning for safety and ojntrol? 

11. ^ety and Health — I^ks the prcqx^ 
project a>mply with the fedeml Oani|m- 
tional Safety ami Health Act ami state in- 
du^rial safety regulatimis? 

12. Patent Agi^ements — Have the s{xmsor*s 
patent terms been omsidered? Are patent 
agreements on fife for all persons wto may 
be in a position to make, coiKcive, or ffr^ 
use inventi<His, improvements, or discov- 
eries under tl^ project? 

13. Copyrights and R^ts in Data — ^Have the 
sponsor^s copyright and rights in data 
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terms been considered? Are they 
ucccptabltf? 

14. Imurancc — Docs the proposed activity 
pose any special pit^rty or fiabiltty insur- 
ance quesUcms? 

15. New Staflf— Wiil the propo^ ^vity re- 
quire new staflf? Would such expansion be 
ci^nsistent with the institution's plans? 

16. Space and Equipment — Can the project be 
housed within existing sp^? is it ^fe- 
quateiy equipped? If lUH, are requirements 
for additional space ami equipment con- 
!«istent with the institutimi^s plans? 

17. CoHt Sharing — Is any cost-sharing ccmi- 
mitment made in the prq>osaI aixurate and 
consistent with the institution's plans and 
budgets? 

18. Long-Term Commitments — Does the pro- 
posal commit the institution to continue 
the proposed activity bcyoml the period of 
sponsor funding? If so, ck) budgeting and 
planning appropriately support such 
commitments? 

19. Security Restriction — If there is a security 
restriction^ does this conflict with institu- 
tional policy? 

Final Approval and Submission. A pn^x>sal 
should not be initiated unless the institution is 
prefmred to undertake the work, nor should the 
same proposal be submitted to different sponsoring 
ageiKies concurrently unless this procedure is 
known to each prospective sponsor. The sponsor 
should be notified immediately if the institution, 
after submittii^ a proposal fiiHis itself uimble to 
conduct the program under the conditions origi- 
nally proposed. 

Although many proposals are suteiitted in ex- 
pectation of receiving a grant rather than a con- 
tract, increasing complexity in grant instruments 
makes prudent a thorough fmal revtew, approval, 
and institutional endorsement. Depending on tl^ 
organizational structure of the instituti<m, final ap- 
proval should be made tl^ official who is ckle- 
gated signatot^ authority by the go\'eming body of 
the institutton. 

Si^licited Proposals. Proposals solicited by gov* 
mment agencies w private ofganizatiims require 
close scrutiny. TI^ soiicitatton, usually a Request 
for Proposal (RFP) or Request for Quotation 
(RFQ), rcsufts in a oMitract more often than in a 



grant. AweptaiK^e of tlK^ proposal by the soliciting 
ageiKy precludes further negotuition of terms in- 
cluited or iiKorporated in the reqt^st 

Solicitations geiK rally are made for very specific 
lines of inquiry or for an end product that dc^s not 
necessarily contriinite to tl^ crt)^ctim <tf the in- 
stitution. Because terms of ralkitaticms often om- 
tain provisions appropriate {(x industry, tlH:y 
should be screened carefully to insure that neces- 
sary f^^iations take place prior to submission 
ami that all changes and exeeptkms to the terms of 
the solicitatk)n are documented in the sutmmsion. 

Negotiation 

In the pn^ess erf afplying for support from 
extramural sponsors, negotiations take place at 
varicHis stages to establish tl^ ^^pc of the activity 
to th! purst^ and the terms ami coiKlitions umter 
which work will be performed. In many cases 
negotiatkms okut prior to formal submission of a 
proposal for agency support. These negotiations 
frequently take pl^ between the princinl investi- 
gator ami an ^eiKy program official, ami gener- 
ally involve matters such as s^pe of work or ob- 
jectives of tiw contemplated i^Uvity. However, it 
is incumbent on the business officer or sponsor^ 
programs administrator to cautim principal in- 
vestigators against negotiating on juch matters as 
administration of funds received, since conflicts 
with institutional policy may devekp that make 
subsequent negotiations extremely difficult. These 
are usually concerns of tl^ business officer or 
sfKHisored prc^rams administrator, and conces- 
sions on agency n^quirements that eonflict with 
institutional policy ^loukl he made miy by such 
offio^r or administrator after apprc^riate a>nsul- 
taticm with the principal in^tiptor. 

Of^ the propoi^i is sutmiitted, the terms and 
conditions governing work umfer ^xmsor^ pro- 
gram agreements iK)rmaliy are establi^ed in nego- 
tiations between the sponsoring agency and the 
in^tuticm. The re^Knisible administrative of&er 
must take the initiative in requestli^ the sponsor 
to mcxlffy provisions to aecomnK)date policy needs 
of his instituti<»!, a^n coordinating, wl^n appro- 
priate, with the person responsible for conduct of 
the project and with other officials of th^ institu- 
tion. Requests for such modifications should be a 
^ditbn for a^ptancc of tl^ award or agree- 
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mem. Since it is legaity responsibte and liabte for 
the program, the institution must \osisi that the 
spcmsoring a^ncy ccMit^t directly the apfm^riate 
re^xmsible in^tutioi^ rq>iiesentative, iKtt tl» in- 
divklual faculty member, to n^otiate terms and 
c(Mxiitt«» (rf the agreenKitt. Faoilty memt^rs also 
should be informed that they cannot commit the 
institutitm. 

It is essential in arriving at equitable and satis- 
factory agreements that mstitutkuiai oflkers or 
representatives responsible for iMgotiation becmne 
tlKHougfaly familiar with the ^Knis<H4ng agency's 
manuals, circulars, kttsn (tf it^tructkms, and 
crther publication. Instituttcmal (^kers should 
maintain close liaison with neighboring institutions 
partic^ting in similarly spcHSored activities m 
order to benefit from their experien^. 

Acceptarwe 

Many grants do ooi r^uire araefMance 1^ mi 
authfMiz^ official (rf an institutkm; l»sed <m ttu 
propose' submitted, the grant becomes a bimUng 
c(mtr«:t when awards. Some grants ami all coti' 
tracts require accqitaiKre by an authorized c^kiaL 
Reganfi^ <rf the ^XMisofs pd^ i^arding ac- 
ceptance of grants, it k good institutional polky 
for all grants to be accept 

Impkmentatkm 

Following the award tl^ in^itutkm sl»uld 
otablish an institutional proj^n number omsbtem 
with its Chan of aconunts. From the agreement a 
central administrative office should prepare an 
abstr»:t omtaining tlM folknving hiformatkm: 

Project Utie 

Iistitutk>aal pro^ number 

^xmsor's project number 

D^rtn^t 

Principal investigator 

Locatimi 

Dates 

Total budget 
Patent conditions 

Bud^t for line iten» siKh as salaries, wagra, 

equ^Hnent, travel, etc. 
Indirect cost rate 
Type erf agrrement 
Cost-sharii^ requirements 
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Prior s4^>roval requirements 

Billing requirements 

RqXMting r^uiren^ts 

Pn^rty prov»k>ns 

Other qiecial informatkm 
A &3ipy o( the al»tract slMHild [Movided to every 
party having any responsibility for the project. On 
recdfM (rf the abstr^ tl» Kcranti^g dei»itnient 
tak^ stqM to ssue <q)«ating r^XMls for 
project 

The princqjal investigator and any offices con- 
cerned slK»ikl \x furnish^ a dt the cmii^te 
a^Ki^it to iiBure their uncters^nding (rf its pro- 
vsbns. The tnstitu^, through its established 
procedures, should authorize certain individuals to 
cxMmnit fuiMis ag^imi (tte pto^ct Commonly tiie 
principal mvest^ator and one odier person, such 
as the department head, are designated to sign doc- 
uments that craunlt fumb. 

11» btMffet omitaii^ in dra int^)osal normally 
amstitu^ d» |»Djecf s initial operatmg bt^et 
By »lmin^raUw (fetnmfaiatkHi ^ iiutitut&Hi 
may make the budget more detailed than was set 
forth fai the ptoj^mal. An a&ninistrative olRx 
should monitor expenditures for allowability of 
costs umter terms of the agreen^t, as well as for 
Mlherence to the bu(^ Reqxmsibflity for compli- 
ance wift terms of the agreen^t rests first with 
dK f»incq^ in^^^tcH-. Esj^ciany for a faculty 
member assuming reqx»nibility as a fh^-dme prin- 
cipal investigator. H 'a impmtant to provUe written 
insdvctkm Preferably ffff^ instnictkms should 
he part of a bnmcter manual, definhif die mv^ti- 
gator's r^ponibillt^ wifli emphask m Ix^get 
adheremx ami makii^ oily authorized expendi- 
tures. 

Types of Si>(m»ms 

Ttere are a great number ami varkty of organ- 
izatbns ^xmsoring research and oti»r programs at 
a>lteges am! universities, from tei^ f«teral ar- 
etes to sm^ private foundatknis. It h i»^ical, 
however, to group an ^Jo^rs bito four general 
ca terries: 

1. Fefferal govermiKnt 

2. State 81^ to^ goivmn^ts. 

3. Private hidnstry. 

4. Private foundatkn^ and voluntary agenc^. 
The larg^ sH^ sponsM- h the f^teral govern- 
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ment, with progran^ si4^x»rted by agei^^ as 
the Department of IX^fense, I^partnKnt o( Health, 
£di^:atkm, ami Welfare (whkh ioduite the Na* 
tbnal Institutes erf Health, ite <Mk% of EdiKmtkm, 
and the National Institute of Education), National 
Scknce Foundatkm, Natkmal Aermiautks and 
^Kice Adminbtratkm, aiKl A'umuc Ei^gy 
Commissiofl. The category of state ami k>cal gov- 
enui^nte inclwtes tte fifty stata as ^ as all 
bwer govenunent units such as cit^ anmtks, 
townships, Nmni^ and sdMxd dbtrkts. 

Private industry includes all profit-making or* 
ganizatk>ns, large or small, natkmal w local. 

T!^ last category incliuks aU q>om<ns that 
ate cm a miiqirofit basis and are ncH ^>wmnient 
ager^tes. Private fcnindaticms are r^ired by law 
to dbf^nse ti^ir assets phQanthrq>teaUy. Volun- 
taiy agencks such as d^ An^rkan Can^ Sockty 
and American Heart Associaticm gei^raUy are 
suj^rted by publk contributbns. 

Usually, ^Kmsored prograim are identic wiA 
tl^ ^wnsor who makes tte award rather dian with 
die CHiginal source of the fumis. Thus it b possibte 
for a local ^vemment agei^ to make a grant to 
an institutk>n with fumb c^ii^ from die fectend 
^vemment, widi d^ iostitutkm comidering tt^ 
kxral government as tl^ sourr;; of tt^ funds. 

Types OF Instruments 

There are two basic types of instruments — 
grants »nd CDntracts — used by sponsors to fund 
extramumUy sponsored jm^rams. 

Grants 

The head ci each agency of the federal govern- 
ment enqx>wered to enter into OMitrKts fm* scten- 
tific research is audiorized by Public Law 85-934, 
September 6, 1958, (42 USC 1891) to make grants 
to institutkms oi hl^r ^hKatk^i and otl^ ix>n- 
profit (Mganizadom wto^ primary {nupme b the 
conduct ol scknti& r^eardi. Tte intrat of diis 
tegklatk}n b to proviite a medianmm tm suf^mt- 
ing research programs without hnposhig miminb- 
trative restrktk>ns ^i^rally h^hukd in nK»t om- 
truct instrun^te. 

Tl^re are scmie advantages in i»ing die grant as 
an h^trun^nt for supporting researdi or <^i^ 
programs. The work description is generally writ- 
ten in bn^, ftexible terms; it is Iks likely to hn- 



pose puUkatkml»trtok»^ aiKl titk to equ^mient 
purchased with grant funcb imially rests whh tl^ 
grantee, aldiough it may be oonditkmaL 

There are also disadvantages in using the grant 
for ^XHisored programs. The grant histrument 
f ui^tkHtt as a '^fix^ ceiUi^"^ ^reemrat^ and since 
any umxpended funds usually revert to the ^xm- 
K>r, it h subject to <faywmrard revbkm cmly. Un- 
e:q>en(kd telances on one project may be used 
to c&set an omrun m anod^. 

Pract^lly ev^ f ectexal ogsmcy awarding grants 
has a grant manual hic(H|H»ated into tl^ grant by 
refcrei^ tt^ terms ami comiitk>ns oi whkh are 
binding. Over tte years these manuals have ex- 
panded until tl^ now a>v^ grants acdvitks fat 
great detail Because of thb <^il, grants are not 
f^ttsarily more &xS^ w easier to admini^ 
than ^Kitracts. 

H^re is a tenckncy tm son^ faivest^tors (ami 
m oocastcm tte grantor) to ecmsicter a grant as a 
gift c»- (xmtributicm. The CcNiqmcdler Gef^ral di 
die United States stated hi his opittkm B-149441, 
D^»nber 6, 1962, that "ite ac^fMaiKe d a grant 
create a contract between die govemn^nt and die 
grantee uncter which tl^ moneys {mid over to the 
grantee, while assets in the hands <^ die grantee, are 
charged widi the cAli^don tt> be i^ the pur- 
pc^ and »ibject to tte coi^itiims of the grant 
Clearly, tl^ Unit^ States has a rei^kmary hit^ 
»t m d^ in^TCumtered t^lai^^ <^ si^ grants, 
hicludmg any fumb imfm^ieily opf^kdJ^ 

Private foiuKiatiom ami voluntary ag^^tes use 
grants alnm^ excli^ivdy. Many fmmdadm grants 
are less restrictive than those f rcnn tt^ f^kral gov- 
ernment; however, voluntary agencte are stmie- 
what mem restrictive, pardculaily regardhig 
inventk^ and {Stents. Tndi^lal <H^izatk»» 
occaskmally mafce grants but are more faiclh^ to 
use ccm^actual f^reen^ts. 

The govonment rantract was enveloped primar- 
ily to purchase tangibk items. As a procimm^t 
iiB^un^t it inclittks many dam^ l^ed on statu* 
tory requirm^ts ot agen^ n^ulatkms diat are 
not ^q^kal^ to priKuren^ oi teste r^rardi. 
Altho«^ son^ clai^ may be omktered inap* 
plicable, it k incuml^t upon tl^ busine^ (^fUxr 
or sponsored {mgrams adminktratcn' to aware 
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CM their content, siqce thev.i?!?^ qontain festrktkMis 
unacceptable to the mstitution, thus requiring 
i^gotiation. 

With EKHable cx^xfHkms sudi as contnK:ts with 
tl^ Office ^ Naval Research, c<Hitrf»:ts iM»netini» 
are cmisklered to be sl^tly less (teirabte than 
9ants as a research nistruii^t for se^^^al reasom: 
(I) tl^ (kscriptbn ot vmk h gei^rally mmc 
strtctive, (2) the performance period ami r^K^rt 
requirements may be kss fiexitie» (3) there is a 
greater temiei^ to evahtate perfonrarce re- 
sults (positive re^ihs raniKM guuante^ in tesic 
research), (4) there is a stronger filceUhood of en- 
anrntering si^ un^rajMl^ tenm ami conditions 
as "technical directtcm" aid "^bii^cms i^stric- 
ttof^*" ami (S) tltere is a gre^r {k^^q^ timt tt^ 
government will retain titte to equ^mienL 

The fecteral government has tkvetoped semal 
types <rf ccmtracts, wh^ rai^ from a»t refan- 
tairsement to firm-fixed prfee. Tte iw^ms types 
are based on the ctegree of r^xmstt>iUty assus^ 
by the contr»:tor for the cost cS perfonnam^ 
whtc^ rang» from mtnunal cost reimbursen^t 
to full cost responsibility for a firm-fixed prfcc con- 
tra. There are several faicentive-tyi^ conflicts 
between the two types testified above, tte use of 
which (tepemb on such criteria as ^ profit fact<^ 
or the uncertainty of a)nn^ct performai^. 

The Armed Service Procurement RegulaticHi, 
which gei^rally fawrs fixed {nv^ contracts 
(ASPR-3-402), concludes that cost-type ccmtracte 
may be better suited for procurement of research 
from educational institutbns (ASPR-3-403). 
ASPR-3-403 states that "in cases where the level 
of contractor effort desired can be iitentified and 
^re^ upon in aJvance of {^rformam:e, i^Hia- 
tions a firm-fix«i pri^ tevel of effort c<Mitract 
may be anm>priate.** 

Basic Agr^n^nt 

Tl^ baste agreement b an instrument that ron- 
tains all the standard rantract clauses aj^lymg to 
future i^gotiations between the fmrtm. Tt^ <Mce 
ctf Naval Research, Nati<mal Aerof^uttes and 
Space Admm^tration, National Institute <tf 
H^lth, am! the Air Fence are anKmg ttose that 
tise tte basic agreement. contract or task 
order ne^)tiated <tescribes the s^q^ q( work« per- 
formance (Mwd, pr^, and any ^secial conditkms 
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ai^licable to the particuV l^j^. The basic 
agreement is incorporated by reference. Each task 
onter is coi^dered a sef^rate contr;^ ami upcm 
completkm is closed out by submisskm erf the final 
t^hnk^ reiKHt, mventkHi r^KNt, ami completkm 
voucter. The audit ami retentkm ^ records re- 
quirements af^y to e^ «^ orcter ami are iK>t 
related to the date of baste a^ement 

Edi^^Hml institutKH^ have been required for 
many y^rs to share m the cc^ ci govermunt 
qxMisored grants* Init^Uy oi^ sharing was ac- 
complisl^ by limith^ die indirect crate the insd- 
tutkm was permit to reeov^, fim by agency 
r^ubtkm and later by stmte. In 1966, die Ihni- 
tatkms <m iiulirect cost reimbimemfflt w^ cnnit- 
t^ fnmi ai^m^Hlaticm legslatkm; faistrad^ a re- 
quirement diat grants diare in the cmts of each 
pro^ <m nKKe than a tokra Imsb was imposed 
(m ^mnts for r^ardi i»oj»fs« In 1970, a scm^ 
what different statute cm crat diarfaig was inoor- 
pora^ hi tt^ IfK^^eiMient (Mfi^ (whkA iticlmte 
the Natkmal Sc^Ke Fduihtetk^ and the Naticmal 
Aeronautics ami ^pace Admmistratkm) ami Hous- 
ing and Urt^ I^vekq>n^t 8fqHt^»idtk>ns, whteh 
a<kied die requirement to certain ocmtracts as well 
as ^wts. 

The (Mftce of Man^ement mid BiKiget in De- 
cember 1970 imed Circular No. A-lOO, "Vast 
faring on Re^ai^h Siq)ported by Federal 
Agemks,*" which pro^ddes ba^ guideliiKs for ccM 
^ring and specifies tlmto^ partidi^tiiMi by ^u- 
rati<mal institutkms, when required^ nonnally 
slxHiM be at one percem d tte taisi pto^ 
cost. Implenmiting i^gulatUHis are tei^ try each 
fumiing agem:y. Cost sharing may be MC(mi{^id^ 
by making a ccHitributicm frm mmf^ral Murces 
to any elen^ ot the {ho^^ dirret or mdir^ 
provic^ that tl^ smM c^rwise be ^ow- 
ibk. par^i^tion may be <tetermined for 
e^ i!^i\idual pro^t, or ttere may be an in^* 
tutitmal agreement for ^grepting co^ dmring for 
all pro^cts siH>n$ored by a i^rt^ar ag^^, 

Pri^^ foumlatkms and ^^Amtaiy ^ei^es 
normally require &»st shark^^ freqimitly in the 
form <rf Umitations on imtir^ ^Mt rrimbursoi^nt 
FuH cost reimtHirsen^nt is get^rally availaUe 
fromh^ustry. 
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CONIMTIONSOF PERFORMANCE 

FOR Grants and Contracts 

Ail grants ami ^mtracts have cettain aMKlitkNU, 
some quite simple and others greatly detailed. 
Since they arc binding on the insiitutioo, all affected 
institutional officers and staff slKnikl be aware 
their rvquiiements and take a^ssaty measures 
to comply. Some provi»ons are geiKral as t^ 
apply institutton-wicte; others apply only to faidi- 
vidual projects. In the absence of siK:h omditions, 
tt^ poiictes of the instituti<Ni mim he (Atserved. 

In sponsored programs there are both direct aiKi 
indirect costs. Direct costs incii^k; tlK; salaries ami 
w^cs erf those working on the proj^ expemli- 
tures for equipment and materials, ami <^r ex- 
penses specifically identified with the jMoject In- 
direct costs are those that cannot be specifically 
identified with the project, but which are just as 
real as direct costs. They include an altotted share 
of such items as operation and maintenance of 
the plant; (kpartmental, college, and in8tituti<mal 
administration; library operations; charges for use 
of equipment and facilities; and certain taore gen- 
crai expenses that are to s(»ne degree attrftHitaMe 
to sponsored programs. Many costs may be classi- 
fied as cither direct or indirect (but aoi both), ami 
pracu<»s vary among institutions. The primary 
reasons for the variaticms in practice are tl^ dif- 
ferences in accountii^ procedures ami in forms of 
organizalkm. 

The Executive Office of the Presklent, <X&^ of 
Management and Budget, umter OMB Orcular 
No. A-2], in the past has i^uol princi|^ for 
determining costs a^l^le to research ami (te- 
vek^n^t and ediK»tion^ services {wrformed 
cdi^tional institutitms umter grants aiKl omtr^ 
with the federal government' Ti^se priiKiptes are 
iiKorporated in varknis regulati<m$ such as lix 
Fecteral Procurement RegulatioRs (FPR) ami the 
Armed Services Procurement Regulation (ASPR). 

Indirect costs are difficult to establish with pre- 
cision, Unle^ tl^y are reimtnir^ by sp(»!sorii^ 

^ ' Effective April 15. 1973, the diviskMi <rf the Office <rf 
iMuIng various arcuJars on costing and administrative prm 
Henceforth, circulars siwh as A-21, A-W, aod A«100 will 
amoKfed. 



i^mHes for such c(»ts, institutkMs mu^ use their 
own resources, which diverts support fnm other 
ediKatioiol objectives. It is obvitM^ impracti* 
cable to detennine indirNt co^ ^»rately fc^eMh 
research project. An indirect cost rate or rates 
usually expr^sed as a percenti^ of claries and 
wages or modi&d total direct costs slumld be 
computed annually for the various sponsored {no- 
grams of m ii^tuti<ni in aMor^uice with appro- 
priate ^jvemoKnt r^ulatioiis. To lime 
rates to fedent ^ai^ ami &mtmetSj it is nse^saiy 
to have them audited by ami n^otiated with the 
cognizant federal ^ncy, appointed under the pro- 
visions of OMB Circular No. A-S8 to represeitf aU 
federal a^nc^ in this and other audit matters. 

Mrect cost rates may be estaMished either on 
a pnn^fMial tests, siU^^ct to later i^otiaticm, or 
on a pr^termii^ or fixed l»ss. Wl^ rates 
ciumge as a result oi i^oti^ion, ^r^niKitts diat 
specify provisional rates should be reviewed to 
in<»rporate the new rates. The rates established 
imy or may mx be utiUznl inc(Mu»ctk»i with mm- 
federal sponsored programs, depending on the 
jNslicy (tf tltt ^xm»>ring oigaiiiz^i<m. 

Cost Accmmting Standmds Boai4 

An ameiKin^t to the I^fense Prmh^tkm Act 
1950, signed by Presidem Nixon on August 15, 
1970, created the Cost Acomnting ^andaids 
Board, chaired by the Comptroller C^ral of the 
United States, as an agent of Cragress. The 
amendment directed the Bc^rd to "promulgate 
cost m^^mntii^ principles foUowoi 1^ <tefense ctm- 
tr^toi^ and sub^mtractors ... m all negttfiat^ 
prime corjtract and subcontract national defense 
procurements with the United States in exce^A of 
$100,000." The Board was autfaoriad to make 
rules and regulatkms to implement cost standards 
aiKl was dir^to) to require aU C(»tr^<M«, as a 
condition for contracting, to disclose fai writing 
their 9B&mi!&ag pi^t^ and to a^Ke to a 
pri(» adjustment for foilure to fdlow disdo^d 
practices or any statulanb i^ued by tte Board. 
Jurisdktion ci the Board extemis cmly to omtiacts 

inagemem and Budgrt responsible for promulgating and 
» was transferred to the C^Mral Servim Adrnmi^ralHsi. 
des i gnat e d si GSA CirctUan 9thm ttwy are revise <» 
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n^Miated for 'Hmtioiial (kfcnse,*" ckfioed in Titte 
VU of the Defense Procuren^t Act.^ 

CoA AcccHintii^ Shamlards Board regulatkms 
have b^n issued^ inq>lenKming di^k^re require- 
n^ts pre^b^ in Uk 1970 tegisla&m, tKludii^ 
tlK ]^^)sure ^aKnt fiofn^ to be by 
contn^tofs ami subcontractors in settfaig forth 
their acccnmting pnwtices. A discto^m ^aten^t 
was initially required only ot contractors with wry 
high volume but wiU eventually be qqrii^ to aH 
contr^tors of i^got^^ c^et^ comics om 
$100,000. The ^tes^ indudes data on methods 
<tf chargti^ direct costs, criteria used to diarge 
imiirect cc^ prm^ relatij^ to csqritatizaticm 
and (kprcciaticM^ and "^c^r ct»ts ami credits** 
such La en^loyee fringe bet^^ (teferred con^)^ 
sation, and insuraiKC. RegulatiiHis also im»ribe 
a a)ntrKt clause to be iMltkted in i^KiatKl jKime 
ami subconbacts covered by the dfeclosurc re- 
quiremoit This dauK requires tlmt disck^ mst 
acoountii^ pra^^ and api^tcabie stamianb 
promulgated by the Board be folfaiwed 

Cdteges and univefsities are coi^klered defense 
ccMttTMtors in tteir ccmtrntual relaticmships with 
tlK X>e(mrtment <d Defense, Atc»i^ Ei^gy Ccsn- 
misdmit am! Naticmal A^tmautiM ami Sp&x Ad- 
ministration ami are therefore sub^ to tte ru^ 
ami regulations, including ^c^nmting stan- 
dards, issued by the Board.^ Tl^ Board has assure 
ccmtr^tors that stamianfe (mmiulgated rm^nize 
tt^ unique charrcterist^ d insdtutkHis <rf Mgl^ 
^h^ation. Wten appropriate, tl^ Biwd can grant 
e«mptio!» frcmi individual standards. Ch^ fm^ 
wss (rftors slMNiki be familiar with tte (tetaitei 
r^ulatimis and requiren^nts cS Bcmrd u jHib- 
UdKd in tl^ Federal Register and by cth&r repmt- 
fa^agencks. 

Human Subjects 

Tte Dei^rtiKnt erf Health, Ediration, ami 
Welfare has establid^d a ^ngle set erf requlre- 

'Anrticalkm of G(»t ^^lumiog ^ndards to oMr^u Uian U» i^esse, tbotqh im requiml law, has 
been mamlated by repiUtkai tl^ C^ieral Service AdfiiioisiraUm. Hoiiwer, c(rfl^^ md uaimi^titt were eaempted 
from this rc g ilat to n, at ^st tmp^tBsHy. 

* Since B<»rd stamlards in 1973 fme a^icMc to »gotjated ctetaue omracts in exc^ oi SIOO^OOQ, ttoe was a 
potential 1m coniUct wHb the co^ pfa^ifte presalbel in .OMB Cimilar No. A-21 » ^miM to otl^ ^ai^s ^ am- 
tracts. Ifowever, agre^Mtit was r^imd whh the (^ke of Manag^nem ami BifttoA to ma&e anni^^i^ omS&atkMis at 
C^ieular No. A-2! as slai^anb are iHiMkted to ^ovide a smgte rderenee to umft»^ ^sting pri^^ks and iMw^k^s 
coUeges and unj vo'dl^ 

^Tte Department ol ffealtfa« Ed t wat kwn ami Wdfare swUMied a Cuklf far ihe Csre and Use of Labar&iory AtUnwIs 
(NIH73^23U whkb deibm humaM care in piofe^mal i&m and desoib^ fmlitics that irovfale ton^t» care. The 
reocmnmidattons in tte Cmde are by the Amoi^ A»odatton for Aaa^ditation of Labomlory Animal Care in 
its a^^Utatfam pnw^m- 



ments with r»{K^ to any fum^ Ktivity that 
plaees an individual at risk, and r^uires an insti- 
tutim to alMie by certain imMe^ve ru^ Uoa 
university extend Hbesie rules to guide ail research 
invcrivii^ human subfe^ r^an&i^ d the soutm 
of fuodii^ 

To im>victe the mc^ary n^^uimn to evahm* 
tira ctf planiKd ami current r^arch, tlM im^- 
timi sbcmkl organize a committ^ on human sub- 
jects. Cet^rally, this ccmimittee evaluates {m^x^ 
research projects to insure that the n^t^xb and 
t^hniqtm used are a<tequate to [m^^ ^ ri^ts 
ttf ^dj^ects, tlmt rbks to d» siAje^ are out- 
we^hed by {HHential bei^^ ami thtt faiformed 
^N^ent of tl^ sublets k cA^afa^ wl^ nece^aiy. 
The legal ami ethical liability invoh^ are sub* 
^amial aiKi nmte mandatmy a iraU-oiganised 
cOTm^ttee widx ^ar Itim ci leqxmsiUfity and 
mtttority. 

AfUn^C&re 

Edttcatkwal institutkms have a kgai respcxsi- 
tnlity umkr Public Law 91-579 to provkte ade- 
quate care ami tmn^ne treatn^m for wans- 
btood^ animals t^ hi ^^y^iiTCntal researdi.^ 
Fc^ an ^fa^tkmal ii^tutimi to n^ ito minimal 
l^al and ethfcal (ddigatlMis it dMmld have a «»n- 
mittoe for labcnatoiy animal rare to revfew anhnal 
CMC procedures aixi a^ure ccmq^ance with Ugh 
stamiards. A doctor of veterinary n^i^i^ (D VM) 
must ii^iKted on this committee 

Per^mnel 

It is^i^rally a result accqMii^ &&rti fumis 
mainly through grant and ccmtract awards, that 
i^quir^oents relati^ to pencmi^ (both oi^doy- 
ees ai^ ^mlents) are impo^ mi tl» imtituticm. 
Tl^ requiren^te are ctefii^ in the q)edte 
terms ami cmulitim^ ci a gram or «Httn^ in 
f^ral le^datkm, and hs eseoitive miters. Ttey 
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cover such manen as equal employmciit oppor- 
tunity; equal pay for cquaf work; wages, hours, 
and working conditions: job listings; nomliscrimi- 
natiOT in iUudcnt Emissions ami iinaiKia! aid; and 
stiKknt unrest. Some ctf tlie requirements 
reganJItfss of the size of the institution and the 
scope of federal funding; others have applicability 
aocoiding to me and seope. Many requiKinents 
also may exteml to piivate companies ei^i^ii^ in 
campus ccmstruction or to ti^Mc providing mapr 
campus services. Failure to comply with require- 
ments may result in cancellation of grants or con- 
titKrts, dkquaHfkation for future awards, or finaa- 
cial j^nahies. 

State laws governing educatkMiai institutions 
also must be ob»;rved. These differ from state to 
state ami sonwtimes differ from federal laws. 
Therefore, careful examination and continued sur- 
veillance of legislative action is essential. 

QuaUty of Management 

^xmsoring ^cfwies are coiKer^ with the 
effectiveness of systems by which colleges and uni- 
versities manage the resources entrusted to them. 
Evitleno: of this concern is the Department of 
Health, Education, and Welfare's management 
e /aluathm program, which is discussed in its two- 
volume publication A Pmgram for Improving the 
QwUity of Grantee Memgement^ issi^ in Juik 
1970. The plan imwrporatcs certain measures <rf 
performance for eight management systems t^ain^ 
which the institution's management prwtiors can 
be reviewed ami evaluated. 

Uniformity and Consistency 
in Administrative Requirements 

Sinn tlu; pubikation (rf the Bureau the 
Budget's Wcstratc Report m 1966," concerted 
efforts have been mack to bring abmit greater con- 
sistency and uniformity amtrng federal a^m»es in 
wifflinistratkHi of grants ami contr^ts. An mit- 
growth of this effort w^ the issuanra (d OMB 
Circular No. A- 10 1, which established policii.s and 
proc^ures in certain areas of administraticm for 
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research agreements with educational institutions.'' 
Deviatiois from tl^ requirements are kept at 
a minimum by establishment <^ formal procures 
within each ageiwy, whkh provicte for cq^val of 
deviaticMis for imiividual ^rcen^nts by the i»ad 
ai tin; aj^ncy or an oflker ifesignated by him. The 
Office of Management and Budget is consulted or 
mfcMined by e^ agei^ r^rdii^ (kiiati(xis 
applied to all similar s^*ncy research agreements. 
The circular contains detailed poiivy stai^ments 
regarding review ami dtre...'>ti t>r >hc research 
effort, ai^val proo^ures for expeiuliiur.s under 
research agreements, vesting ctf title to equii»nent, 
ami advai^ i^yn^ts. TlK»e policies ami pro- 
cedures became effective after March 31, 1971, 
for new awards or extension of existing awards 
with additional funds. Amendments and additions 
to the circular may be mmk as new requirenKnts 
arise. 

Statement of Work 

Each grant or contra document sets forth what 
is to l» performed as a c<mditi<Mi o{ tiK award. 
This provisiim in comracts, ^neraUy labeted 
"Statement ai Work," contains: 

1. A detailed stateuKnt of all elements erf die 
work to be perfomwd, which may be 
prefaced by a geiKral statement of tte 
project cbfxtives. 

2. A schedule setting forth the reports, tech- 
nical data, and all other deliverable end 
itenK required under the ctmm^ 
Generally, a level-of-effort or a best-efforts 
commitment when work is to be perfonx^ 
on fHl^ than a coin|^ti<Hi t^sis. 

SiKh statements in grants are generalfy kss formal 
and specific than in contracts. 

Chaises in tiK so^ ctf work describe in a 
grant or contract rarely can be matte withmit prior 
approval by the sponsor. On ocoision some con- 
tru;ts will contain a chan^ clau% givii% the 
sptmsor tlM right to chan^ unilateral^ the scope 
of work or the specifications. Thfe in effect gives 
the sponsor a degree of technk^l direction of 
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the vmrk, which many institutk^ns comkier 
um^ccpiabte. 

Pantmsing and Sulnxmifwiing 

Government centres may contain require- 
ments pcrtainii^ to fnircha^ng ami nib^trKting 
usually absent from government grante and frrai 
£^rcemcnts with private organizatiims. In mkiiticm 
to the p lor approval requirenmts n^tbi^ ebe- 
where in this chapter^ an ii^tution may have to 
agree to accept cc»Mlitions pcrtainii^ to utiUzatimi 
<rf labor surplus area enterprises, small tnisiness 
enteiprises and mimirity t^siiu^ enterpriser. If 
purchasing is i^rcmiplished thrcHigh the regular 
purchasing offkrc ctf the institutioi, wt^h is tte 
normal pr!etice, the staff ci that office will require 
instn^tion in the$e matters* 

In addition to the above, purchase orders umkr 
government contracts require a number cS s^asi 
terms and conditions. These are best h^kd with 
an attitfhnKnt to jMirchase orders i^u^ uncter 
government ^tn^ iiKliulii^ the fdkiwing: 

Examination (rf records 

Renegotiation 

Federal, state, ami kxmi taxes 
Equal opportunity 

Compliance with laws ami rcgulatiiMis (wh^h 
should be named, si^h as Buy An^reran Act) 

Contract Work Hours Standards Act 

Listing of employn^t qx:nings 
It is (tesirable to have an attorney familiar with 
government ccmtracts prepare tlK forms recom* 
memled for tt^ purchase onkr attachn^nt. 

Government contracts define sub^tracts as 
including purchase onkrs, but for tl^ purpose of 
this discussion subcontr^s are cfefined as tlKwe 
procurement instrun^nts which are not on a fixed* 
price basis or are for research or (tevetofmient^ or 
both. Virtually all these require ^miwr af^roval 
and iJKlusion erf many of the same terms and am- 
ditions as in tlK prime contract. Si^KCMitraets 
ufuicr grants also shcHiki I'^ikk appUcabte re* 
quirements from tltt grant docun^m or applkable 
grant manual. AiKiiUng of sulmmtracts on a cost- 
type ba«s can a fm^riem unfess the spcM^r 
accepts reHH>nsibiUty, 

Subcmtracts as ^ffa^ l^re require substan- 
tially nKMc negotiatkm than 6xcd price {Hirchase 
orders. Each subcontract must be separately tai* 
tored, ami nM3st requim ra^ful admini^tion dur- 
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ii^ tl^ period of performaim. For tl^se reascms 
it is often more practical for the ^nmsored pro- 
grams office, rattler than the purcluising ^Mccn to 
handkr iwgotiatkMi, preparation^ and administra- 
tkm of subcontracts. 

Prior Approvtds 

All ^vemment gmnts ami rontrwts, and sotic 
from nongovemn^m scHiices, ccmtain require- 
ments for prtor approvals in a variety <rf imumccb. 
Some of ti^ important erf these relate to : 

Chai^ in tin; a{^ved so^ ctf «^ 

Ch^ige in the inv^st^tor 

Changes in iNklget 

Purchases abo\^ a sp^fi^ amcHint 

Purdiase d equi{ffliCTt 

Buibtii^ ccmsarttttkw €xr atteratkm 

Subcontracts for research and cfcvck^Mncnt 

Foreign trawl 

C(msultant s^reen^ots 
Institutional proc^ures af^lyii^ to these matters 
should be developed with care. It is particularly 
importam to cktenrni^ tl^ ctegree d ^traliatkm 
uf respon^lnlity for c<»i^iimw with and m^nte- 
nance of records relating to these requirements. 
The records of af^rovals grants usually must be 
available for miSiL 

f^raUy accepted accounting ami reporting 
prM^iures for colh^s and universities stould be 
folknved in tl^ managen^t asHi ^mtnistraticm of 
sponsoix'd programs and projects. In addition, the 
ac^Hinting syi^em shouki proviik fc^ apprtcatkm 
of a>st princif^ and stamlaids on a consistent 
basis as pre^^ribed in 0MB Cireular No. AOl. 
Familiarity with the provisions of A-21 and 
f^lfcies and regulatbns of sponswing ageiKies on 
allowability of coMs is ^i»:ntial* The system shoidd 
be resfKNisive to Irillii^ aiKi re{K)rting require- 
ments, which vary among ^ndes. 

Adjustn^nts among budget rategories shouki 
be controlled* since restrictions cm such action vary 
conskkraUy among agencies. BiKiset contrcri h 
also important to avoid overruns* which may affect 
ii^itutional rt^mir^ or umkrruns, which may 
imltcatc fNsrformance levels betow commitn^s 
to agencks. 

Sei^rate ^ouitts fc^ each pro^t slKHikl 1^ 
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CKtabHshctl and monthly expenditure statements 
pnividvd on a limely basis to aid the sponsorvd 
pru^ram« administrator and his staff in effective 
management of resources and in preparation of 
refxirts. These records shoukl be retained as re- 
quired and made available for government or other 
special audits. It should be noted that the fiscal 
period for grants ami contracts is necessarily 
ivUited to the fiscal year oS the institutkm. 

Ai§dits 

Expenditures incurred under grants aad con- 
tractii AS well as tite managem -nt systems cmphyed 
to administer the in^itution are object to audit 
by sponsoring agencies. In addition, the proposal 
for indin.'ct cost rates to be af^lied to foterally 
sponsored programs is subject to aucUt prior to 
negotiutitm of aa:eptaMc rates. 

The cognizant federal agemry a|^nt^ umler 
the provisions of OMB Circular No. A-88 is as- 
sigiwd to eiK:h institution to represent all feiferal 
a^*ncics in the performance of audits. An institu- 
ti<mal representative shoukl be designated to pro- 
vkle liaison with the auditors. He should establish 
a woiiing relationship with the auditors so that 
he is notified of tlwir activities at tlw institutkm. 
Arrangements also shouM be mack for exit inter- 
views upon completion of audits for advke on 
fimlings. 

It shoukl be noted that audit fimlii^ arc 
advisory to the appropriate agency, ami that rcso- 
lutirai trf problems <rf management or disaltowances 
is generally negotiated with the appn^riate agency 
ofik-ial, not tlw aiKlitors. Certain ma^ ^i^s, 
such as the I>v*partment of Defense, Atomk 
Energy Commisskm, and Department of Health, 
Edtufatkm. ami Welfare iwlude af^>als prooKlurcs 
in their reguiatkms to accc»nmodate situatkms in 
whfch aMlit fimlings c^ju^ be resolved with 
agency representati(m. ^ 

An audit by the cc^nizant federal agency does 
not necessarily constitute a final audit of the rec- 
ords. The U.S. Gem;ral Actminting Of!u» reserves 
the right to audit, within the togal rctentkm period, 
any records pertaining to disbursement by any 
federal agency. 

Paynwnfs 

Several methods are emp!r>ed by federal agen- 
cies to pay ediwatkmal institutkms umkr span- 



sored programs. I^rf^miing oa the pmtkes ctf the 
individual agency and the dollar vdunie of tin; 
programs, paynwnts may be made in nivance, in 
instalhiMnts, or upon sulKnisd<m of invmoK after 
costs have been paki. OMB Circular No. A-IOI 
eiteourag'.-s fetteral ^^^tdes to make mlva^ pay- 
ments hi reasonaMe amcNintt to educmkHial insti- 
tutkms whenever practical in all cases where the 
a^ncy is autbimzed 1^ law to do ». 

TIta; Trea»iiy Departn^t's letter erf credit pro- 
cedun: is an ^vance payment metlMxi ctmmMMily 
used. Treasury Circular 107S establishes ihe pdky 
regarding advamre 6naming frf federal pn^nuns. 
The procedures are (tetd^ in Trea«ity F&ca! 
Requiivn^nt Manual, VI, sectk>n 1020, 
under whkrh paymem to the institutkm with respect 
to altowable costs is made. Submisskm of form 
TUS 540 1 results in deposit erf fumls to the insti- 
tuti(Ni*s amunerdal bmk accmint to nwet actual 
cash requirements. 

Advance payments also may be made through a 
three-party advance payment agreement among 
the government qKm»Hing a^ivy, a ONnmercial 
bmk, and the institutkm. Under this arrangement 
the agem.*y defwiats funds in a onnmeicial bank 
»»x)unt to be drawn on by tin; institutkm to pay 
eosis (rf the sponsored programs. The amount ad- 
vanced normally is i^sed on expenditure k'vel, 
time acquired to prepare the instilutkm's billings, 
and perkKl required for |»yment by the a{^ro- 
priate agency disbursements officer. 

Without involving a commercial bank, arrange- 
ments for advai^ payments ocxaskmally can be 
made directly with a s]KNisor. Tl» spmisor also 
may efcct to make installment f^yn^nts. Th: 
scheduk' of payments usually is established in ay.i- 
va«» by the agency at the time the agreement is 
awanted. In the e^^nt the sfKmsm- (km mrf ap- 
prove the use of any of the above payment 
methods, tlw institutkm will fynd it necessary to 
submit period^ invdces in such (fetail m required 
to obtain reimbursement for project costs. 

Records 

Accept ince and use of fumis from government 
sponsoring agencies generally are accompanied by 
an (4;Iigatkm to keep intact ami awc^Ue tl^ 
records relating to receipt ami expenditure of such 
funds. Also frequently required arc records swh 
as those relatii^ to property Mquisttions and main- 
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tenancy of ihc prof^fty. Tl^rse rea>rds and any 
mhcr pertinent books, documcnt^i. and pufvrs arc 
usually subject to audit by ^KHisoring ^m:ks or 
their authorized representatives, and, in the ca^ 
of federal funds, by the U.S. Gei^ral Accounting 
(MRee. Retention periods for reomls gen- 
erally can be found in applicat^ statutes, rcgula- 
tiiNis, or terms am! amUtkms cl agreements. 

Equipment 

In the ^uisition d equi(»Mnt ftmu^d frcm 
grant or contra funds, one must took to tt^ terms 
ami coiulitiom of tt^ agieen^nt, aj^n^Hiate 
regulations, and a^ncy policy, since prtor af^roval 
almost invariably is required for ^uisitkms ex« 
ceedtng a specifkd ctoilar v^ue. A furtl^r comii- 
tion to acquisition may be a determination that no 
existing government or in^tutkmal pit^rt}- is 
availaMe to fill parttcular need. 

Vesting of titte to equifm^nt in the in^tutim 
ami a^rountability for t)^ equi|»^nt are variable 
f^ors set forth in agency polky ^dteiwnts and 
regulations. H^se siMuld be reviewed for con- 
straints on use of equipmem as well as maime- 
namre, reporting^ iitenti(icati<m marking, and dis- 
position requiren^nts. 

Invemims ar^ Patenis 

Nrarly every contract ami many grants fa spon^ 
sored research contain pnmsions govemii^ re- 
|K)rting and disposition inventtons and (Stents. 
Such provisbns arc used less frequently in mm- 
research pro^s. GovemnKnt ageiKies generally 
have dm policies concerning inventt<ms 
patents, leaving little or no q^rtunity for nego- 
tiations. However, scmie ageiKtes such as the De- 
partment of Defense, tl^ I^j^rtmcnt of Health, 
Education, and Welfare, and the National Sciei^ 
FouiHlation leave title to inventions with t)K 
grantee or ^mtractor (with a nom^xclusive license 
to tlu; ^emment) if the latter has an ai^>roved 
patent pol^. 

In many cases the ^vemment will assert its 
right to title. In smne instates, iKiwever, it may 
be easier to tl^ agemy to waive title. 

(The National Acronautks and Spoce Administi^* 
thn is an example. } Voluntary ^nctes also have 
fixed policies regarding dispmition of inventims 
ami patents, but most private, mHsprc^t oiganiza- 
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tims ^h as private fcHsmbtiens have ik» restric- 
tbns. In grants and ccmtr^s from iiKlustrial or- 
ganizations, there is umially latitmie for i^gcMiaticm. 

An establi^ied institutional intent polky for the 
miminisiratton of invemkms patents affects the 
extent to which grant and contract {^tent ocn^U 
tions are w^jHabte to m negotiable by aca^kmic 
institutions. 

All pn^e^icmal perams partkipatii^ in a spon- 
sored program should ^gn an agreement to om^ly 
with grant m omtrKt (m* grant nmniml) provi- 
simis ^^ecifjing ^XHwr acqtti«tion r^hts in in- 
ventions and patents. It is the partkif^ticm that 
n^tter^, not tt^ scHirce ot the fixity member^s 
salary or the ^*aduate ^udcnt^s stipend Hie legal 
conslderaticMi ched in ^reen^ tSm shouU 
mM be salary or ^ipend \m foroiddii^ of funds, 
frcilities, and servkes. A stamlard agreement cov- 
ering all tyf^ cS grant and ccmtr^ cc»Klitions is 
simpter to ^iminister than separately taUored 
agreen^nts. 

^riocfo review ctf all grants and contrKts 
tainii^ invention disclosure reqmivments is desir- 
atle and crften require. A sunm^ry invention 
statement may be sent to every prii^i^ investi- 
gator on the anniversary date his crant or con- 
tract, or aU ^mmiary invention staten^nts may be 
sent out at the saim? tin^. (Tte latter is simpter 
to administer.) 

Scm^ instituticms, i^rtkulariy t}K)se v ith a sub^ 
stantial volume of research, emptoy patent counsel 
to neview refHms and scm^tinm even notebooks 
to keep current with inventions mmk ami to handle 
patent a{^lieatioi» promptly, ^rictly q^eakii^ 
whether or not ttere is fmtent ^nm^L individual 
invention disclosures should be m«te prcmiptly 
without waiting for an annual summary invention 
staten^nt. PrincifHri In^^n^aton freqwntly iteed 
to be remim^ of this. 

If il^ institution does mM empk^ patent coun- 
sel an imiividual on tf^ staff slKHild be reasonaUy 
knowted^aUe in the patent &ki so that )^ can 
advise research staff members. Ag^ments with 
nonprofit management firnB such as Battelk De* 
vek^Mmnt Corporation aiKi Research CorjK^ratiim 
are heifrful in evaluation of inventicms and* if 
li^tentable, in tlwir management* 

Any subcontract or ^nmiltant s^reen^nt in- 
volving research or devetopment activity must 
contain a clause Mvcring inventions ami |»tente 
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siinilar to that in the prime ctaitract, grant, or gnun 
manurl unkts the spo^ot approves a different 
arrangeinent. However, it is gcneraily possible and 
"KSt desiraUe in gov«mn»nt grants and coatracts 
to |»» tte enforcement t^ to the government. 

Pubtkatkm, Copyrtgtas, Ik^ 

Publicattrm of remits dl sponscNcd pn^rams is 
far more important to colleges and universities 
than inwntkms ami intents. Most mstitutkms 
re^ i'i acceiM gram or camr^ tenns givif^ a 
sponsor riight to veto or censor publicaUon, 
alth(Nigh a (telay vp vo ioax i»»idi8 may be 
a^eptabk in Uk evem fore%n {MUentii^ is mipor- 
tant. "^omi in^tutkms wocspi classic omtr^ 
for reas(»te td naticmal sKurity in tl^ interests of 
faulty UModiers wIh^ sctenti& qiecialtks are 
in clasafied areas. SpcasA contract clauses are 
available that re^jgnize tte differeiKes betw^ 
acactemk institutiotts and industrial concerns in 
security matters. In nonclassified areas, it is con- 
sidered cmttrary to tlw Freetkmi of Informatkm 
Act for federal agencies to prevent publicaticai.^ 

PfoUons with re^r^itm on {wU^tkin almost 
iMver arise with private mmfm^ agn^s and 
foundations. Industrial sponsors are another mat- 
ter. Institutkmc rarely give inda^rial sponsors the 
right to veto pui^cati<m bemuse d faulty ami 
graduate studem interest in ami dependei^ <m 
puUk^tion and tecause ftf tJie bask ^iwaticmal 
obligatittfi to disseminate km>wte^. However, it 
is in the interests of both parties to agree to make 
«> refereiKe fo tlK other m any {Nddkatimi, pub- 
lh:ity, or advertisii^ without prtor apptov^ 

Data i»uaUy refers to koox^ tnibrmati(m le- 
gardiess oi form or charactertetk ami is mmnaUy 
sttl^ to a>pyrigbt. **The fdiowii^ types of mate- 
rial iK>w or in the i^r ftmire may atb^ to 
ct^yrighl: 

1. Books, journal artkkv. texts, glossaries, 
InbUo^t^riites, ^iKiy guktes, laboratc^ 
m a nu al s , syllflj», te^ ami pnqwsals. 

2. Ltttun^ mus^ or dranotic ccmqwdtims, 
wtA unpid^isl^ ^p^ 



4. 

5. 
6. 
7. 
8. 



3. FUms, fibn^rips, charts, tran^^ref^ies, and 
other visual aids. 

Video and audio tapes and cassettes. 
Uve video or audio broadca^ 
Pn^rammed in^rw^ materbb. 
Computer pn^rams. 
Other materials. 
"Although copyright law does not specifically 
n^ntion cmnputer prc^rams, tlK MS, C<^}yr^t 
Ofl^ has reo^nizKi ance 1964 that cmn{Hiter 
programs are copyrightable, and numerous pro- 
grams imve be» a^^r^tt^** « 

Mo^ feiteral ^^^ctes mmnally adc only for a 
royalty-free, nonexchisive license for reproduction 
and use of copyrightabte material Additional era- 
trote may be sought wlmi dK ^)edfie cb|ect of a 
grant orcmttr^ is tte prodi^tkm erf cc^^^ight^k 
material. As wkh inventkms and i^ent^ an agree- 
msnt {i^ttainii^ to ccq^ri^ital^ material shcnild 
(4Maii^ fitHH ail prcrfe^kmal per^mi^ pait^* 
luting in qmisimd pn^ams ha^ng r^uiren^ts 
for di^To^tbn and U^n^ng* Again^ the i^al con- 
^raticHi ^mki be provi^ di fumte, fadfittes, 
ami servbes. if pos^Ue^ tevipg a ^r^o^ 
covering bc^ inventi<ms aid ccq^yrlgluable tmSi^ 
rial is an lulministratira advaitti^. 

Tl^re slKHiki be a footmrte for any puUteatkm 
in a o>pyrigiited jotinml or book* giving the spon- 
wt tt» rrnisffed Ikense f(»r reprodm^tkm ami we. 

Upon ^»qri^on erf a ^xn^ned pro^ dieie 
ait rqx>nu^ requirmems tlMt must be sitti^ed. 
The« requiremrats vary aoKx^ qx ms o ri ng ag^ 
ctes, but most ^>vemmem pro}^ requii^ tftt 
fdkmii^ repcms: 

K A innal Technic Report <m tl^ work 
ac<^»!|ms>^ during the period <rf per- 
foiman^. 

2. A Final Report of Inventions dbcto^ in- 
^tims made umter tte pfc^^ in 
many c^es (fetemdnaticm erf p^ent rights 
may rest with the qxmsor. It is often neces- 
sary tu ^rtify wh^I^ or m>t an hiventkn 



tlow. House of R^wsfflt^^ 
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has been durii^ the c(riiw d a 

3. A Final Equipm^ Report of equqnnem 
purdms^ fabr^ed, or fumisted by tte 
qxM^or during tlK pto^cL 

4. A Hnai Finai^ Ksport Uuu sets forth aU 
expenditures ami ott^r finaroial data (si^ 
as 00^ sharing ccmtriteitk»^) Ux titt 

ScHoe ci Hie» reports, i»rtkuterty 1 ami 4 
above^ also are require by noi^ovemn^t qxm- 
sms. In itt&litk>n to Aral rep(^ varkms peitodk 
rqx^ swh as ibox cm fai^itk^ ^iut(«»nt 
^^ifitf^tkH^, pro^ pngiesi^ sod expoidHur^ 
freqi^ntly are required, partkularly by feiferal 
^n^fes. Terms and omditicms oi grants and con- 
trite as well as i^ency policy ^KHild be itvkwed 
carefdly nich requiremrats. In sc»m c^s con- 
tim^ fumting (rf pni^cto te (tep^Ktett upcm tin^ 
sulmnsskm <tf required repoite. 

Parity 

If comfdia^ with govemn^nt s^urity regula- 
tions is a requirement erf certain iqmsored pro- 
grams, an tthninistrative <^er w reliat^ staff 
mendxr shouU be designated as security officer to 
siq^ervise such onnpliai^. He ^»iki be r^cm- 
dble for k^{Mng tte mstitutimi iitfom^ of all 
security regulatk>ns of ^raorii^ ag»Kies« He 
stouU insure that safeguards are a^^laMe for mail 
ami stwage facility, and arrai^ for internal 
security procedures. He also should aid in acquir- 
ing focility ctearawe so tlmt cte^ifi^ hifmnaticm 
may dMained from the f^ral government by 
(acuity monbers who hd%^ a i^ed to Mv^arrai^ 
tte necessary visit clearances for ^aff n^bers 
attendmg n^tii^ ami pcrtorm all cMl^ dutks 
TOce^ary to hisure tl^ ii^tutkHi's omiidiai^ 
with security regulaticms. 

Miscellofwcus Requirenwnts 

In aiklition to tl^ speci&: r^uiien^nts i^nti- 
^ above, ttero are c^r admii^str^ve require- 
n^nts frequently imposed as amditknu of c^Mp- 
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t^^ ami u^ fumte. Tte tn^Kss officer or 
qKH»>r^ im^rams ^tmini^rBlor shouU ^sg- 
nizant ci these r^iuir^neite to ^sure that ade- 
quate poUcies and procedures exist within tl^ ms/A- 
tutkm to ratisfy tl^n. 

Chmnas Ten^^akms 

The doseout, or ctmiptett^m, oi a sponsor^ 
pmj/set is a r^dar c^c^irrmoe. T^mimticm of a 
project before its ^heduted nmq^ticm date, how- 
ever, is quite diffemt; it lu|:q»«» nu^ ^ fre- 
qwntly, Init it is lnq>«tant tlmt pd^^ ami pro- 
cedures exist to s^^mhse the impa^ m &uuices 
and morate should temdnatkm occur. 

An instituticHi cwmrt expect to be retmlwrsed 
for umirred (w^ rare acsp^kms) beyiHKi 
tl^ doseout or o^ipktion date of a grant or ccm- 
tr^ nmwithstamiing vertml promises made for 
^iditioiml fundii^ ami tin^ exten^on, m commit- 
n^nts made to persom^ or suppfiers by tte insti- 
tutmt Qose numitorii^ is ttoefcHV i^ce^ary as 
a pro^ completicHi date ^ppmxibs^ ami whoi a 
renewal pro|K>sal has been sulmx&t^ to verify 
wtetter the renewal will ^tually occur. 

Terminati<ms m Ustsd ate cfifferoit frras close- 
crate or comfrietkms. For govenmrat grants and 
^mtmts OMB Greular No. A-21, i^ragrafdi J. 
45, "Termmation Costs A{q>l^bte to Researdi 
Agreements,^ outfines tt^ costs ttm will be paid 
after the tenmiuutoi ctote. In »lditi<Hi, paragraph 
J. 36, "i^everan^ Pay,*^ mt^ be taken into cm»d- 
eration. When pmtm are termio^d b^use <rf 
a spcmmed project termiimd<m, severam^ pay k 
itepemtent on written and r^mal^ persom^l 
pc^ky ^atra^ts that are imdtutkm-wicte, mrt 
n^rdy Ihnited to gowmrooit qxmsor^ pro^cts. 

&tq>ensions, sraietin^ km>wn as Stc^ Wwk 
Orxkrs, are omi^(»mlly iiKhided in tte provi^o^ 
of f^rel agre^i^nts. anM^mt to tempcmuy 
termhiatkm, with drfi^tion to resun^ wini if d^ 
su^n^on is Ufted. M<^ ii^tutions r^use to ac- 
clauws, dim pmom in cdle^ and 
universitks, jmrticularly facmlty ami ^Klents, can- 
not readily be shifted l^k and forth amcmg dif- 
ferent projects or (Uiferent fimd Mnirc^ 
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rSTmmoNs OF higher eihjcaiwn tmve b^me 
iiKr»siiigly involved in Uti^tkHi ami c^bsr 
ieg^ matters, with a con^qi^ i^i for mote 
legal serves. Amoi^ the reascms for this involw- 
n^iu are greater sophistication in legal aiialy^s, 
^h as in tl^ changii^ treatn^t of the privilege 
versus rights coiKept; tl^ en^tment of social 
tegislattcm applirahfe to colleges and universities« 
^h as tt» Fair Labor Standards Act (ii^liKling 
the Equal Pay Act), Titles IV, VI, Vll, and !X 
of the Civil Rights Act of 1964 (as appBed by 
tlK Higl^r Edt^tkm Amemiments of 1972), and 
tl^ 0^{mti<ml Safety aiKi HealJi Act; tte ^- 
vent (rf labor relations and «>llective baigmnii^; 
ami tt^ dcf^iKtei^ of many ^>lk^ ami univer- 
sitks on feckral firarcial aid ami ^tra^ Ti^se 
f^tcM^ and others have resulted m a ^gnificant 
iiKfease in tl^ ^regate body of law tlmt infiu- 
ences colleges am) universities. This iKMiy of law 
is updated constantly by court elisions and 
changes in law. 

A law in its brractest sense may be defii^ as a 
rule, adherei^ to which is enfor^ by govern- 
mental xdon. Sources (rf law are tiie US- Con- 
stitution ami acts of Coi^ress, as well as tteir 
state, commonwealth, ami territorial awnterf^rte. 
Jh^ term ""law"* also may ii^lmle municii»l onfi- 
nanc^, as well as administratis r^gulattcms ami 
orders validly miopt^ by a publk i^ei^ (in the 
case oi public in^tutwns of h^l^r edt^itkHi, the 
gener^ orders ci t)^ governing txmrd am) of its 
chief executive c^ltoers). There are crften mlnunis- 
trative pn^lure acts tim gowm administiative 
ruk-maldi^, usually thnmgh specific nottee am) 
hearing provi^ons. Typically, t^se statutes altow 
an ex^i^bn fw ""internal organizaticm. * Counsel 
shoukl be comult^ to (ktermim tte apfdical^ity 
of these laws to {Articular pn^x^ed acticms am) to 
insure that any s^tion taken is in a^mplianra. 



ThiiHi^ admini^ratiw diain ctf <telegtti<m, 
a^icms d deans and ^mkmic ravo^ils also may 
have a limited eflfect as ""laws,** (tependh^ on the 
authwity ^ven ttese <^toers and bodtes. Ncx in- 
fr^i^ntfy, such Kticms have ^{uired a sort d 
"^common law"* devetqw^nt, thrcm^ wiiich thdr 
force and eflf^ often are grounded cm practice 
and a^ttaf^, with resiUting expMta&ms that 
ded^H^ nmle widiin traditiimal autlK)fity win be 
hom>red un^ clearly ovemikd by h^her auttor- 
ity. Thus, a faculty n^mt^ ^nnot lightly r*isrc- 
^utl ^^mic QX^ ethical cfedmn^ ol these 
bod^ ami the uiumd^ <^eo is ^estc^^d^ horn 
doing so l^ause reUanm by <Mi^is» 

Least ui^rstoml as ""law^ are private engage- 
n^nts entered into fai ^h a way as to entitle tte 
parties, and those claiming umter ti^m, to invote 
the aid <rf govemn^tal processes to enforce mi- 
heren« or to remedy a breach when it occurs. 
Controls are tte most obvi(^ examples, Inst ttere 
are many others, ^Kh as conveyames, &eds of 
r^rktsons, tiu^ ami «mf^ T^hnkally, 
only the rules that ^ithorize resort to govemmratal 
process to enforce these transactions are ""laws,"* 
but the sid»tantive eff^ is that the proviMom oi 
the transacticms ttmn^lves bea)me ""laws** with 
resp^ to fmr^ who are bram) by them. 

Tte internal rul^ oi tHisii^, eq)^ally ttose 
(rf large corporeticms, take cm many aq^cts ci 
legidati<m, altlKM^ u^ialiy withmit a due proMss 
anatogue. Govems^nts also contract, am) when 
ttey do, they usually are bound to hcmor their 
ei^agci^its as any private entity is bmind to 60. 
A m)talrie excq>tkm is tl» ^se ci a contra 
entered into in ex^ss oi governmental power, 
usually l^au» oi failure to m^t som pnx^ural 
r»]uirement« The traditi<mal vtew is that tbfe 
^lure ti^ ^»itr^ But this is an a^ in 
which tl^ law is umtergoing dmi^; it is b^omii^ 
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increasingly common for courts lo "estop" iIk 
government from excusing compliance with con- 
tracts on such grounds, when thwie has bjen rea- 
s<»iable reliance on the other side and no major 
public policy violation would result from the gov- 
ernment's performing under the contract. 

If contracts and coiporate rules of internal man- 
agemcnt and practice are recognized as a kind of 
law, the rules <rf governing btmrds, presidents, 
deans, and others in private institutions of higl^r 
education also must be included. Such engage- 
ments will not be enforced if d<Hng so would result 
in government aid of policies that violate funda- 
mental law. This is illustrated SMIey v. 
Kraemer, in whfch the U.S. Supreme Court Iwld 
that state court enforcement of racially restricti\« 
covenants would violate the Fourteenth 
Amendment.' 

Because an institution's contracts with its staff 
arc crften "contracts of adhesion" made umier cir- 
cumstances in which the employee has littk or no 
bai^gaining power with respect to ^tract terms, 
the traditional disinclination of courts to interfere 
on the campus has been temper^ in such cases 
with a reluctance to - v the university to excuse 
its own adherence rule on the basis erf an 
**escape hatch" p ; . permitting change of any- 
thing at any tir \n interesting example of this 
principle is Greene i . Howard University, in which 
a federal court held a university to its published 
umkrtakings to faculty, notwithstanding general 
handbook language to the effect that all rules 
were subject to change. - 

Legal Counsel 

A unique fujKtion of ti^ lawyer is to c<Nin$ci 
with respect to ttw pc^bk: le^ con^iKnces of 
a given course of action. Further, the lawyer shoukl 
advise the client of tlw degree and quality of risk 
of a proposed action, and help develop a range of 
alternatives desigm^ to accmnplish a policy ob- 
j^tive with a minimum of risk. 

An in^itution may emf^ legal counsel on its 
staff or it may retain counsel outskk tiK institution. 
There are advant^es to each. Staff raunsel will 
be more aware <rf tlK institution's particular prob- 

'334 U.S. 1. 68 Sn. 836 (1948). 
'412F.2dll28(D.C.Cir. 1969). 
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lems, and may he ex[^ed to (tevote full attention 
to the instituti<Mi becau»; ther; will Ik no competi- 
tiai from other clients. On the other hand, out»de 
counsel often may {K:n»ive adjects «rf a problem ncA 
known to the staff. ScmKtimes both staff and out- 
side counsel are em{rioyed. &aff counsel can be 
availabk; on a daily t»sis for most erf the institu- 
tion's legal pn^lems, white outside counsel may 
be retained for trial lit^ti<Hi and occasional, spe- 
cialized matters swh as patents. 

Lepl ccNinsel may report to Hbc presi<fent or 
chancellor or to another administrative olfice. The 
ofike of ccninsel should be situated oiganizatiem- 
ally so as to insure its integrity and atrility to meet 
all the institution's legal requirements. 

In some states tl^ state attorn^ getKral's office 
acts as legal counsel for public institutions. 

Selected Legal Problems 

Few enterprises are so varied in the kinds of 
transactions in which they arc involved as are 
institutions (rf higher niucaticm. In addition to their 
primary functions of instruction, research, and 
public service, such institutions buy and sell real 
pro[K;rty and securities, mana^ radk) and tete- 
vision stations, emptoy thousamls of f^rsoiu in an 
extremely wide range of occupations, q»rate c«n- 
plex businesses and residence facilities, and employ 
substantial security forces. TTic discussion that fol- 
lows reflects the rules in most states in significant, 
substantive areas of concern to institutional admin- 
istrators. There may be local ex^pti«is aad there 
almost always are local applications, for which 
raunsel slKNiki be consu\t&i. 

Governance and Delegation of Authority 

Each in^tuticm has some kimi of fundamental, 
legal instrument that establishes the basis of its 
tegal existence, its mission, and the (»)mpositi(Hi 
and powers <rf its government. Many of tltt oUcr, 
private institutions have charters in the literal 
sense. In the case of some private institutions the 
fundanKntal instrument is a trust Some public 
institutions and a few private ocrile^s ami univer- 
sities arc recognized by specific constitutional pro- 
visicMi. The usual case is that of statutoty provision 
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for {HiUk: institutions ami arttoks of tiKorporatioa 
ami sometimes a kind of liranse for private inntttu- 
t!<Mis. These fundamental tnstrun^nts alfm>st in* 
variably provi^te for a govemii^ brant typ^Uy 
omiposed entii^ly or prineipally of laymen. Putdk 
board members usually are af^K^nted by a high 
executive authority, si^h as the governor, althcmgh 
in some cases they are elects. B<»rds of private 
institutioi^ m)rmaiiy are self-perpetuatii^. 

Within t!^ ambit of th^ govemti^ "^charterr a 
board has full authority to govern ti^ In^tuUmL 
Courts historically have been reluctant to over- 
turn dMisions of ^vemli^ authorittes ami fbmc 
acting uncfer them^ particularly on que^kms <rf 
^mkmic pi^ram ami pcriicy. ^^1* m ermk>n 
of tl^ deferens; priiKipie in tte courts, there is 
still ccmsiikrabte judkial restraint to intruskm in 
such areas, at least wl^re constituticHmlly im>- 
hibtted classifications ami ^m^tutionally pro- 
tected rights are xm invol^. 

With authority, memters of governing bcmrds 
assume ciMnn^surate respon^bility ami, po^bly, 
liability exposure. Ti^K has been a contideral^ 
ex{^nskMi in tl^ liability expc^re erf brard num- 
bers of publicly held corporatiois, ami this dewl- 
cqnnent may be expect^ to have its effect in higl^r 
education. That impact may be felt principally in 
private instituttcms, where its form may paraltel 
t^ liability of charitaUe tru^^ for pn^ent man- 
agement of the trusts within tteir charge. In the 
case of public boards, t}^ ^f^ral doctrim of im- 
munity for discretionary &cts perfom^ within the 
scope of authority may contint^ to shiekl trustees 
ami regents from personal liability. 

No governing toard can manage withc»it ex- 
tensive delegation. Howewr, the brard is re^Km- 
sibk in a legal sense (even if its numbers are mH 
answerable by way of i^r^Mial UaNlity) fw wtmt- 
ever its ofiteers, agents, and employe do umfer 
its auttority. In view of the boanfs ultimate re- 
sponsibility for the aifairs of the instituti<m, the 
extent and limits of its delegatkms slKmkl 
cleaHy stated. For board ccmunittees, tUs usually 
is cfone through bylaws m ni^ of pro^lure. Be^ 
yond that, it nom^y b amnnplish^ by a broml 
grant of authority to a chief administrative offi^, 
with certain sf^ciite limitetkms. 

The bcmfd*s ^ons in cteleptif^ autlmity t^i 
ncrt be renewed as the compositk>n of tfK Ixiard 
chaises. In the absence erf a sf^nfic ptoviricm to 




the contraiy, th& ^nreming b<mid is a continuing 
body whose ccmbB^ can and do Hmi it fo^ futuie 
years, and wIk^ pcdk^ amtinw until d^ng^ 
by the bc^rd i^lf . 

Finally, (felega&His may be terminated, ami the 
a^ erf a boaid in authori^i^ an i^ent — miminismi- 
tive offirar, faodty couinl, m ccHm&ittee — to act 
for it does m>t imessarily eteprivc tl^ toard (rf 
authority to act itself concerning the matter 
(fel^t^. 

Terminatkm and Layo^ of Faulty, Higher edu- 
cation is alnK^ unique in its traditicm oH slmrnl 
auttority in mapr aspects of its work. The faculty 
typically is char^ with major responsitnlities in 
sw:h areas ^ curriculum, stamiards for stmtent 
(^rfonmim, ami its own setection ami retentim. 
In an a^ tendii^ to imreas^ fwmality ami chal- 
lei^, thei^ is increa^ reason to radify tte srape 
and procure for tl^ exen^ erf this autlK)rity, 
and the rewrved power of the executive or board 
to elisi^gfee. 

The cem^>t erf ^tegiality in ^mtemic ded^em 
making has been chaltei^ partkularly by coltec- 
tiw baiipini^ and in tl^ a^^tiem erf con^tu- 
ticmal prir^ptes of due jm^ross. The effe^ erf cd- 
lective Imiipuiing is ^11 hi ek»itH« 1^ use erf this 
"^imhistrial" form of empk^r-empto^ relaticms 
in higher education has produced unique and 
scmietimes difficult prdriems, such as the etefinition 
of wto constitutes **management" Fen* a detail^ 
trcatn^nt erf th» subject, refer to tte ch^ter 
**Labor Relations and Coltective Bargainii^.*" 

Prindjml cemstitutk^ml t»ues were framed at 
public instituticms in tte context erf procedural and 
sutetantive r^ts erf prerfnticmary faulty members 
who a^ wA retained em prc^tiem cnt awanted 
tenure. Qt^stioi^ to be cem^lered are whetl^r 
si^ n^bers are entitied to a ^)eci&atiem erf 
charges ami a hearing at which evk^i^ in Ai]^rt 
erf ami rebuttal to tte char^ can be pr^ented, 
and, if so, whe^ tiie erther attributes of a trial, 
swh as (^nfrontatie>n ami cre^-examiimtkm, rep- 
resentation by coun^i, ami a formal record, also 
are required; ami what tl» dWerei^ is between 
imrfmtkm ami tenure, sin^ tl^se thinp aho are 
i^essary to sei^rate a tenure faculty trcmber 
**for cause.^ 

The prerf>icm is completed by »tablidied 
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OHistitutbnal prindpte that the government canmM 
exercise its discretion in an unconstitutional man- 
ner. Thus, h oMiid n<K refuse to retahi a faculty 
member be^u% race or religion, nor ccndd it 
<k> so because (rf the exerci^ o( ctmstitutioimlly 
protected rights:— siwh as exercise of (reedfrni ctf 
a»ocia;km jdning a labor union— cm tl^ part 
<rf tiM: faculty member. Fmn th», it has t^n 
argued that unie^ a statemem of reasons for non- 
tetenticNi is gi^^ the faculty memt^r cannm know 
whetter tte reasmis n<Niretentk» are ccmstitu- 
tionally proscribed. Further, without a hearing, the 
member cannot know whetl^ tl^ rea8(»is stated 
are the real reasons. 

Hh.'sc issiKs were i^re^ed by ihs Unit^ 
States Supreme Court in the lambnark cases, fioanf 
of Regents v. Roth and Sindemmm v. Perry, both 
^cided in 1972.^ In Roth, the court hekl that 
"f^bett a year-to-year pn^timiaiy faculty member 
has been given no ^1 right to a fresh or «m- 
tinuous a{^ntn^t (tl^ usual ca%), Ik or sIk 
has no vested property interest in continmi em- 
Irfoyn^m. As a result, denial (tf a ^w appdndiKnt 
does constitute a takii^ d pn^rty in dercga- 
tk>n Qi tte Fourt^th Amemln^t. No* ctoes the 
faculty member suffer an imi^irmait of Ul^rty, 
unless the denial of reapjxrintn^t is acnmipani^ 
by what are, in effect, charges of immoral, dis- 
hmest, or otl^r }»hKMis ojKluct. A omcluson 
that the faculty n^ter lacks acatfemic suitability 
is not eiKHigh to constitute s^ a char^. Wl^re 
chai]^ ci heinous conduct are made, tl» faculty 
number is entitled to a bearing, tnit because (rf the 
absence of a property tatcrest, t!» h^ng is only 
1o ctear his name," noi to gafai reinstaten^t (un- 
less, oi «Hirse, kical rules or laws caU f^ reinstate- 
ment in such a ca%; the U.S. Gmstitution does 
iKrt). 

Sindenmnn arose In a different omtext. In tl»t 
case, there were substantial allegatioi» that tlK 
Kasosi for mmretention was the exercise <tf cchi- 
stitudfHially protected r^ts. In ac^twn, lo^ 
faculty manual was so amlHgiKms oa tlK que^ion 
<tf tenure that there fras a real questkm as to 
whether it existed. A (kcision favorable to the 
faculty member on ettter issue «wld result in his 
reinstatenKnt, and tte ccHirt frand the alte^ticms 
suflteient to warrant trial on both. 

•m vs. 564, 9. «;,Ct. 2071 <!972) and 408 UA 593, 
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There are substantial indications that most in- 
stitutfcMis of higher «iucation in tl^ United States 
have concluded a period of rapid growth. While 
this is fK>t apjH^bte to all colleges and univer- 
sities, many institutkms f^ pn^rfems (A staff re- 
duction if only because of chai^ in the acactemic 
disciplines tl»t stwknts are enterii^. 

Administratis regulations dK»ld deariy state 
the rules on layoff. Typically, layoff b trig^rcd by 
a ctecUne in students, which r^uir^ a ctnsequent 
r»li»:ti<Mi in tte number ci fi^ty members 
i^ected for tl^ir in^ntt^km aiHi ac^mk super- 
viaon. In^tutkmal adminktrators mu^ <tetermiTC 
whetl^r to irait ix» a (fectii^ in number ci stud^ts 
before reducing the number (rf faulty membeis, or 
to l^n layoff in reascH^ble mtidpatiOT that a 
(tedine wiD occur. Also to be ccmidered are stan- 
dards that will guide the layoff, nich as questions ol 
senbrity, breaks in ^rvH», and tlK p(»sibility 
ispSaX a^gnn^ts oi tian^ers fmn oo& discifriine 
to aiKHlwr. 

Termimthn md Layoff of Support Staff. The 
principles regarduig termins^cms md layoff at 
fmdty are i^i^nt to su|^rt ^aff as well, al- 
though <tetails (d their a{^4kaiion are different. 
Govemai^ (tf aif^rt staff is usually far ctoser 
to geiKral govemn^t, civil ^rvke, t» corptvate 
models than it is to ^idemic governance. Local 
laws as weU as an in^tution's internal pdicies and 
lalxjr contracts must be ctmsulted for questkMK 
concerning persom^i issues of support staff. 

Regardless of wl^ther it is f^hy or support 
staff, if financial reas(»is are given for reductioiM 
in force, it is e^ntial that very car^l docun»n- 
tation be available to support pnjpmed actions. 

Affirmative Action and Nondiscrimination 

In pursuit <rf national policy to end discrimina- 
tiai on tlw l^sis of race, sex, national origin, 
cdor, and religion — and ti» eff^ oi sixh dis- 
crimination — tl» federal govemnKnt has moved in 
a number of ways having partfeolar impact on 
higl^r education. There are three priiKipal sources 
of federal authority in this area: the VS. Con^itu- 
tion and the orighial QvO Rights Act enacted 
shortly after the Civil War; recent l^i^tion, par- 
ticularly the aWl Rights Act oi 1964; and the 
powr <rf tte fetteiai ^>vermi^t to ^nuliticn 

^ 2694 (1972), ttspuiWdy, 
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grants and contracts on compliai^ with affirma* 
tive action programs. 

The first of these, the U.S. ConstUutbn, is the 
t^sts of the breakthrough efforts to t^r ^\^minent 
actions in aid of discriminatii^i.^ ^th tl^ Gw- 
stitution*s *^ivii War Amendtnents" (13-15) and 
contemporary Iegi^tk>n are used as the basis for 
^rt acticMi in this area. The statute mo^ c^en 
utili;^ is the Civil Rights Act of 1964, as an^iKted 
in 1972. That law enacted nine titles, ci whkh 
fcnir are of particular inteiest to higl^r edi^tion. 

Titks IV aiuJ VI are applic^^ princif^y to 
students aiKi to candidates for admissioi, and will 
be discussed further. Titles Vr aiKl IX aie ^min- 
istered by the Ofllk^ of Civil Rights cf the Depart- 
ment of Health, Education, and Welfare. Titte VI 
\^tTs discrimination on tl^ basis r f race, c(Hor, or 
national origin (not rcti^n or sex) in ^ferally 
assisted programs of employment, and Title IX 
comprehensively bars sex discriminaticm of stu- 
dents in applications for admission and in employ- 
ment by institutions erf higher edu<^ion. 

Title VII declares it an unlawful empioymnt 
practi^ for any employer with fifteen or more 
employees to discriminate with resp^ to any 
''benefit of employment'' on account oi the apfdi- 
cant's or em{^yee*s race, color, religicm, sex, or 
national origin. The enforcing age^ for Title VII 
is the Equal Employment (^)portunity Conmiis- 
sion (EEOC), which is established by that Titte. 
it has broad powers to inve^igate complaints, to 
attempt to bring atxHit compliance thrcHigh om- 
cillation and* failing that (and subj^ to deferral 
to qualified state or kxal ^ncics for sixty days), 
to institute litigation. If the employer is a public 
agency, the EEOC must act through the attorney 
general in instituting court ^tioo. If no i^(m is 
taken by tl^ EEOC, the anomey ge^ral, or a local 
agency, tl^ person aggrie^ may institute an 
action within ninety days after the Onnmission has 
so notified him. 

The institution also must be o^tKermd with tl^ 
Equal Pay Act of 1963, mmk applicable to higher 
education by tl^ Education Amendments of 1972. 
This law requires that equal wa^ be paki for 
equal work. Neither men nor women may be ]^ 
less than the opposite sex for an equal job. 
^Wages"^ are defij^ a)mpiiehen5ively to inchuk 



all forms of compensaticm. ^'Equality^ is ckter- 
mincd by examinatkin of effort (a n^amement of 
physical or mental exertion), reqxmability (the 
cfegree of i^countalnlity required for perfomi- 
ai^), aiKl working ccmditicHis (wtether any differ- 
ence is <^ 8 kiiKi customarily takra into amsidcra- 
tkm in setting wage rates). EnfmceiMm is by tl^ 
Wag^ and Hours Div^cm d I^j^rtment oi 
Labor. There are many crtber statutes bearing cm 
the subject, including Titles Vii atnl VIII erf the 
PuUic Health Act, as an^mied by tte Ccmiprehen- 
^ve Heahh Manpower Act and the Nurse Training 
Actofl971. 

Fh^ ^lied (in re^nt years) to fecferally as- 
sisted om^nictlmi thrragh tte Rul^lj^ Vian^ 
an apprcmch usii^ tte gowmmrat*s contract 
fKiwer bai^ race^ ^x, religion, ami imtkmal 
origin cfiscriminaticm, ami require programs erf 
affirmative ^tim to ren^y tte effects ot past dis- 
crimination. The prii^ipks are fmtnulated in the 
President's Executive Orders 11246 and 11375, 
and detailed in tl^ Hi^r Educatim Guidelines 
(Issued in 1972), ami hi a ser^ (rf r^ulations 
concemii^ affirmative xiUm pkms set forth in 
Chapter 60 (rf Title 41 <rf the Cocte erf Fecteral Reg* 
ufattms (notably. Revised Orders 4 and 14). 

In br<^ tenm, affimiati%^ actton jrfans call for 
Instituticms to (tetenmiK, thrra^ statistical data, 
whetl^r they are *^undenitilizing** wraien or minc^- 
ities (that is, whether fewer are employed than 
might reasondrfy be expected, tmsed on those 
available in the relevant labor maricet) and, if such 
uncterutilizatk>n exists, to es^lish at^ tin^ 
tables (not qu<^as) for the elimination of this 
underutilization. Hiere are crther important a^^cts 
of affirmative acticm, inchiding amf-aoti-i^iotkm 
pdicies, sick teave provisic^ ^lec^ criteria, 
ami many more. Enforeen^t regies ^th Uie 
Office of Federal Contract Cbmplianoe of the De- 
partment of Labor and, by de^tkm, with tte 
Office oi Civil Rights of the Department ol Health, 
Edi^atkm, a^ Wel&re for ii^tuti(»» <rf higher 
edi^ation. 

Affirmative action and mmdiscriminatsm are 
r^idly developing areas ctf law fai which there are 
imwl%^ major isst^ iiKluding di^ proce^ rights 

institutions wl^ threateimS with a km dt f^ 
eral omtracts or u4th otl^r sai^tiims, questicms oi 



Brown v. Board of EdimitbHt. 347 VS. 483, 74 SLCt. 686 ( 1954) ami 349 VS. 294, 75 S.Ct 753 (1955). 
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privacy and confidentiality, pivfcrcno» C*revcrse 
discriminaticm"), and job qualifications and test- 
Certain regiUationii on these issues have tKen 
extant for some time, ami othcre have \xen i^ued 
more recently. Still evolving is the extent isi the 
institution's discretion with re^^ to test valida- 
tkm and to employment practices that have a **dis- 
{Nirate effect,** that is, which reject greater numbers 
erf women or minorities than might be exj^c^ by 
chance. This is an area in which kgal coun^l i& 
very useful. The institution may be invdved with 
many agencies, both federal amJ kxsA, and may 
risk various sanctions (including l»ck pay, termi- 
nation oi federal contracts, and injuncti^ acticm) 
in its efforts to act with ju^i» and to comfdy with 
ai^Ucablc laws and regulations. 

Infiuem-e of Federal Frograms 

One oi the most signiricant <tevek^Hnents aff^- 
ing higher education has been tiK advent oi sub- 
fttantial federal pn^rams. Included may tw student 
aid, grants ai^ omtracts frcnn many ^iKies, and 
sui^rt for both ^{Kiemic ami ^actemic-related 
facilities. 

There are fetteral staiKlards govemli^ overtin^ 
and premium pay (Fair Labor ^andards Act), 
safe wffl-king comiitions (OKUimtkNial S^ety ani 
Health Act), hiring the handicapped (Vocational 
RchabiKtation Act), age discrimination (Age Dis- 
criminaticm Employment Act), unemployment in- 
surance, and others. The National Labor Relations 
Board has assertol jurisdictim over private institu- 
ticms of h^her educati<m, if engaged in interstate 
commerce under the Board's "yard^ick." Tbef« 
are also Environmental Protection Agency orders, 
as well as (inflict erf intere^ nites i^ued by the 
l^rtment of Health, Education, and Welfare, 
which affect institutions tint may hire former em- 
ployees of that Department. Most of these have 
their analogues in state and local l^sl^n, with 
whkh insthutiOTs also must 1^ con^riMd. 

Such regulati(»is present many 1^ proUems. 
An exampte is the liability ex{x»ure to tia f«teral 
government for bre«:hes in grant agreements or 
failure to exercise due diligence in revering loans 



made uiKter fetteral programs. Many public and 
private agenck^s have grant and conti^ clauses 
that need to be examii^ by iimitutions before 
aGceiKaiK:e of a gram or contn^. For a detailed 
treatment (rf grants and ^mtracts, refer to ibe 
chapter "Administration ai ^xm^xed Programs: 
Instruction, Research, and Public Service." 

Student Affdrs 

DisdpUne. Tte relati<»«ship of the tAudent to the 
mstituti<Mi once was explaii^ in terms oi ti^ now- 
outmodcd privilege-right dichotomy, wherein the 
student had a privilefe %o attemi cdle^, wfaidi 
the college had a right to terminate at any time, or 
by the related doctrines oi in loco parentis or 
parens patriae, bo\h long diKe out of favor with 
the courts. 

Dixon V. Ak^am State Boail of Edt/umiori^ 
established the right of students to a bearing bear- 
ii^ at least 'nlu rwUi^nts of due process** beft»e 
a coiKfuct cxpulsiim oi o^t serious disciplinary 
^ti<m could \» taken. The omtent iA the 

"rudiments'' still may be dieted, but it is dear 
timt, at a mmimum, the stiKlent is entitled to: 

1. A clear ^tement oi chaign erf tlK alte^ 
misconduct. 

2. A l^aring at which the evkki^ against the 
sttK^ is pre^t^ 

3. An (^^rtunity to diallenge si^ evidence, 
and to pr^nt evictence in rebuttal. 

4. At least a summary f^ord, ami a fair deci- 
skm 1»^ (m tiM r^rd. 

More also may Im required. If the institution has 
counsel (or senneoiK l^ally traii^) to inesent its 
position, the student is entitled to the same (but 
at his or her oimi expense).' The stuctent may be 
entitle to a list (rf witne^es to be jnesented fa) 
su^rt oi ^ charges and to a nmmiary erf their 
evidence. Technica! rules of evident and other 
jiKlicial rutes — swh as those restrkting ihe 
of cross<xaminati(»i — are tKtt required, ami roost 
courts have concluded that the code of conduct 
t^l not be «> pr^sely drawn as to qualify as a 
criminal ^tute." However, "condiurt unI^:(Hning" 
rutes may yet present pn^Hems. 



•See: Griggs v. Duke Power Co., 401 VS, 42A, 91 S.Q. 849 ( 197! ). 
•294 FJd 150 (5th Cir. 1961 ), cert, denied, 368 VS. 930 ( 1961). 
*S«: Frettch v. Ba^fnJ, 303 RSur). 1333 (E.D.La. 1969). 

'See: EMtelfaa v. Centnd Missouri Stale College, 415 FJd 1077 (8th Cir. 1969). eert. den. 398 UA 965, 90 S.Ct. 2169. 
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Whik ctHirts contini^ to be chary atmit chd- 
tenging inMitutranal discretion in matters of dis- 
dpiiite, diey tmvc not tedtated wt^n substantive 
OMistitutional rights are perceived to be inv(d\«d. 
Thus, courts have t»ki that an imtitutim ccwkl 
not punish a ^wtent for constitutkioally prot^ed 
express (ahhough it couM punish the student 
for expression that violates carefully prepared and 
valid rules o( tin^, place, ami maniKr, or that pre- 
sents an immediate dai^r oi physical dhrufrticii).^ 
^milarly, in^tuUons are severely Ihnit^ in their 
authority to discriminate in recc^nizing student 
clubs ami in pnnidh^ histitutkxia] re«nuces ami 
£^lities for such dubs.*** 

Discrimination. Several of the proviatms of the 
GvU Ri^ts Act of 1964, as amemled in 1972, are 
particularly api^icaUe to aad to camli- 

dates for admission. 

Title IV bars denial of admission or continua- 
tion ot students at a "public «^^" on grtnnuls 
of race, color, religion, or national origin; it is 
enforced by the Department o( Justice. Title VI 
bars race, color, or natk)nal oi^in discriminatkm 
in any im>gram raving f»tersl asasteiue; tte 
saiKtioo is terminatkm ci ^^ai^, at for 
ti» i»rtkular program. 

Title IX prcrfiibits sex discriminatiiHi in any pro- 
gram or activity' beiMlHing fnmi fetteral finaiKial 
assistance. It is specifically applicabte to discrimi- 
nation with reflect to students, applkants f&t ad- 
missbn, and emf^yecs." It s^ms dear that an 
in^hutkm receivh^ fetteral grants couki dis- 
criminate on tl^ basis of kx in any program 
directly aided by such grants. Thus, students could 
not be denied admission to prc^rams on the basis 
of sex, much less denial entiy imo a '^sex^er^ 
type" professional program. Ccmduct rules — for 
example, kxluNit — also wmikl ^^>ear to have to 
^ly equally to n^n aiNJ woinen. 

Property 

An instituti<m is u»ially tme ot the nmpr prop- 
erty owners in hs area, and (tften Ims »ib»antial 
boldii^ in (^r lo»tk»ss as weU, iwh as cnit&xM' 
sdei^ laboratorks, farms, and pn^rties for 
investn^. Unlike im»t om^re oi real pn^rty. 



collates ami uni^%rs^ usually are exemj^ from 
property a^esanent with reflect to acmlemto and 
academic support facilities. This typkaUy is tM 
true in the cax oi investi^nt {m^rty, m with 
respect to special assessm^its for direct ntf^xMt 
(tf services ^h as street l^hdng; tocal law must 
be ctmsult^ m 1^ instances. 

PuMic in^tutkms may r^ort to emii^ cksnahi 
to iM:quire ackHtkmal pn^)erty dtl^ ui^r tl^r 
own auth<Kity Uirragh an q^nqntete gomn- 
mental unit in the sune jurisdictxm. Many states 
aeewd tl% same privO^ to prirate, m»q>n^t 
schools. The usual rule is that state-<^ rated insti- 
tutions are m^ sub^ to orduiuices ^>vem- 
ing the use (rf I»oper^. Thus, in mai^ sUtes a 
state univer^ty ne^ nc^ ^ure a buikUi^ pennit 
to erect a fiwillty <m a ouniws whhin the boinid- 
aries of a city or county. However, advice oi 
ONin^l shoukl be smight to examii^ the partfe- 
ulars of the local rule. 

Law enfcHcen^t is an bkm in which ewn the 
^ate instituti(»i is subj^ to Uxal jurisdkticn. 
l>p^ly, dty i^>l^ oS&cers imve full powers u> 
enforce state laws miywbere in ibe dty (f»teral 
ei»la\^ except^ in certain cas^), ii^tu&ig a 
or univer»ty, wl^tter it k iMiUic or private, 
state or k^. Cmmty sl^riffs h&w dmUar powers 
over institutwns outskle dty limits. In short, even 
tlKMi^ a ccrilege or univeraty may have its own 
security personnel who are emjsjwered to exercise 
tite autlK>rity (rf pa^ oi&^is within institutkmal 
boumlartes, the ramfNis Is ncA a sarctwuy frcmi 
local law enforcement personnel. Local police do 
tKsi ne^ permtesbn to enter the ojniHis in the 
ONirse oi their dutks, altlK»i^ when dicum- 
stan^ permit, ccm^teratkms oi amity may 
prompt them to notify m^tuti<aial autboritiN of 
thdr intentkm. B<^ institutkmal ami tocal police 
are sul^ect to Fourth Ab^mIii^ limitatkMis 
against unreasonable searches and seizures. 

The bistituticm is wdl mivi^ to lave a wt^Ung 
agreen^nt with k^ autMt^ cornh^ tow 
each will ad in given situatkms in cases oi con- 
current jurisdictkm. Hiis shmM mH be teft untO 
an emergency occurs. 

Camfws auttoritks may oiter a itoinitmy roaa 



"See: Tinkrr v. Des Moines. Independent Community School District, 393 MS. 503, 89 S.Ct 733 (i9£9). 
««e«: Heuly v. James. 408 U5. 169. 92 S.Cl. 2338 (1972). 
"OrBfir8iulati(M»wereisstMd£ai-iMkeaitdcoiiiiiiemra20;tuK 1974. 
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under apprc^riate circumstances for |Hir]x^ of 
health or s^ety and cnfoicenKnt o( dormitory 
nik$. Counsel sIkhiU be consult^ with resfMxt to 
the circumstances justifying such entry as as 
the draftif^ of iKrtinent dormitory l^n% or tease 
provisions. 

Patents and Copyrights 

Patents. Legal qtwstiofls c<»K«mii^ {Stents 
»»»tinies call for ti» i^lp of an cw^kk exj^t, 
since few institutkMK fi»l it pr^ttcal to haw itaSt 
patent counsel. Patra» can be awanted <mfy by 
titt fcfteral govemoMnt aiKi foreign sowreigns. 
Ckneraliy, <MiIy the inventor nmy af^ for a 
I»tent, and this usually is doi» with tl^ atopen- 
tkm of the employer. Institutions cxpc netted in 
the administration of patents often have attorney- 
prepared agreements with faculty and staff in 
which the employee, associate, or consultant agrees 
to assign his or her patent rights to the trustees 
under stated terms and conditicms, usually inchtd- 
ing a formula for division of royalties. These agree- 
ments typically give owmrship to the trustees and 
sometimes provide for the possibility of release of 
proprietary rights to the inventor under appropri- 
ate circumstances. The invention must be sub- 
mitted in a proper, delineated form to the institu- 
tion through an administrate, committee, outside 
consultant, or some combmation of these, which 
then may elect whether or not to file a patent 
application. 

If a college or university pursues a patent, it may 
bear all or most of the devekpment costs. If the 
inventor pursues the matter, he or die bears the 
full costs of securing the patent and of any further 
development 

Ownership of patent rights developed in the 
course of employment betenp to the employer by 
virtue of the implied agreement of employment to 
invent. However, implied agreements are subject 
to difficult problems of proof, and therefore ^tdti 
employment arrangements and the ownership of 
patent rights virtually always are expressed in 
writing. "Shop rights" to an invention arise when 
an inventor uses an employer's facilities to create 
or to perfect an invention. They amount to a non- 
exclusive license appurtenant to the business, 



which is royalty-free. They arc tbs lowest form oS 
license and give an employer slight protection 
against others who may use an invention. An ex- 
press agreement is always preferabk to reliaitte 
by the employer on these common law rights. 

Patent applkations must be filed within one year 
from first publication oi the inventk>n, and it 
usually takes two years or more after filing a patent 
application to secure a patent. Application for a 
patent may give the inventor (and his or her as- 
signees) a "patent jKnding" status in the interim. 
This gives notice to w«Hjld-be users of their poten- 
tial liability should the patent be issued, and the 
inventor can contract for what is, in effect, a 
waiver of rights during this period (a kind of 
license). 

There are a number of important questions ir. 
patent law still in the process of devdopment, 
chiefly revolving around what is an "invention" 
for patent purposes. Generally speakii^, procraes 
are patentable but laws of nature, including mathe- 
matical expressions of scientific facts, are not.'^" 

Copyrights. A ct^right is an exchisive right to 
prohibit others from coj^ng a delineated literary 
work. Willful infringement of a copyright is a 
crime, and phigiarism is a seritHis academic offense. 
Infringement may be remedied by private suits 
for dama^ (but only if two ct^M^ oi the copy- 
righted material are filed with the Register of 
Copyrights) or by other civil relief. A professor 
has a conunon law copyright in his or her own 
lectures. The professor, through appropriate court 
action, may prevent students or (Mhers from mar- 
keting notes of his or her lectures. The instituti<» 
has probable standing to join the faculty member 
in these efforts. 

Rc<»nt principal legal questions for colics and 
universities have concerned the right of an educa- 
tional or research institution to copy a copyrighted 
scientific work for use of its own personnel. The 
Court of Claims has upheld a United right to do 
so as an aspect of "fair use."'* Counsel shonkl be 
consulted for the limitations of this exception. 

Gifts, Taxes, and Consortia 

Both public and private institutions are depend- 
ent upon, and actively encourage, gifts. For the 



"GotischaJk v. Benson, 409 VS. 63, 93 S O. 253 { 1972) . 

"miliams and Wilkins Company v. United Stales. TM (Ct.CL, 1974); 42 LW 2282, cert, granted, VS. Sup. Ct 
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puMk institutkm, tlK gtvfaig program is often the 
**maigin of excclkti^" whkii, atklcd to tlM 
base oS taxfKiyer sui^XMt and ^tidem fees, peimits 
it to enhance its pn^rams. For the private cdkge 
or iiniwr»ty, tlie prc^ram <^ten » gja^mial to 
survival. 

The unrestricted gift present few kpd pn^ 
hm. Most »it»teiitmf gifts, however, are bur^ 
dened with stmie kimi d trust. DepoKib^ oa trust 
c«Kliti<Mi8, the iiutitutton as tnt^ee may Imve 
hnad discietk>n with re^}^ to pn^rams to be 
benefited, may or may not pool the gift with others, 
may or may ntA be {Mrsutted to t^ {n^idpfll, and 
may or may not be abie to charge overitead a»ts 
to the trust. 

Ail private college and univer^ties slKKiId be 
certain that tt^ir Intern^ ReveniK Co(fe tax- 
exempt status is current and is in tl^ mo^ &vor- 
abk classification. In geiMral, gifts opital gain 
appreciated property and tat^Ue persoial pn^ 
erty (the property itself, not merely the right to its 
use) may l» given to instituticHK that qualify unckr 
Internal Revenue Cdde Secti<m 501 (c)(3) with 
the <bM»r entitled to a deduction (up to percental 
limkatkMis ^sedfied in tlK Code) oS the a{^»^ 
ated value (not merely tl^ donee's ba»s) if, in the 
case of personal property, the {m^)^ is related 
to the exemftt fui^tkm <tf the douM'. Certain gifts 
oi charitaf^ reroaintkr aad iacome inters in 
trust also may be made, with the donor entitted tu 
a oirrent deduction, if Treasury rates are scrapu- 
Umsiy fdlowed." 

Tax counsel will be able to advise the faisthntton 
how to taikN- its givi^ program so as to make it as 
attractive as possH^ to potential (kHMrs. But tine 
ii^ution's lawyer ^KXild at tl» »me time 
act as counsel to donors, who should have their 
own ccHinsel. 

Closely allied to these tax problems are tax 
issues presemed by omsortia— «Hnt»nations <^ 
two or m<xe entities ei^f^ed in a {»rttoilar aiKi 
limited enterprbe. Tl^ i^esdty to ^ifeve max* 
imum use of scarce resources increasu^ly has caa- 
pelted btftitutkMis to fimi wa^ oi sharii^ certain 
kinds of facilities and programs. The tax problem 
stems fnmi refusal tt» Internal Revou^ Ser^ 



to accord fevorabk tax treatment to bonne from 
certain erf tl^ ^int eff«ts, (te^te authority coo- 
trary to Its positkML" Thus, if Institiitk» A and 
Ittstitutkm B eadi opem^ its omn laundry, serv- 
ii^ its own xeds exdush^ly, no imme b reali^ 
on account of funds transferred on the books of 
acoHtnt to ti» laundry functitm. But if the institu- 
tions di^ teundry resmirKs htto a ska^ 
q>eratkm, to owiKd jdntly them in onter to 
realize the bei^fits oi an economy of scak, money 
p»kl to the laumlry b taxd^ ii^tme to that enter- 
prise, e^ thtNigh it ttfves t» oxbet cmomen. 
Attempts are unikr way to daa^ that rrailt by 
^blatkm. 

Inf<mnmkm Systems 

IiKtitutkms ^e«lily are beccmli^ wxxe Invcdved 
in the collection and retrieval of data throi^ auto- 
mated systems. Three pn^lems involved are 
nc^ hsTc: 

1. Privi^. Con^rai^ quanti^ <rf c(»fl- 
(^tial iitf(»mati<»i rel^iQ to iiuiivkluals 
often are stored in ^miputers. Depending on 
particular drcum^ai^es, tlw deliberate 
revelation of such data may constitute ac- 
tionable fan«^M» piivs^. A negfigoit 
revelation, such as faSan to maintain ade- 
quate purity qr^om, may becoiK wticm- 
aUe as ths law devek^ in tiiis area. 

2. Cmtracts for acquiatiim oi hardware ami 
«)ftwear. MultimilUtm-doIlar t^reements 
have been negotiated with Uttte or no in- 
volvement (tf couf^ the ^taiti<m; tiib 
q^>roMh may benefit ^odtm tiat do use 
attorneys, to the disadvantage of the faistitu- 
ticm. Institutkmal admlidarators should 
thoroi^hly understand the conditions prc^- 
fered by vendors, dsv^op ttek own provi- 
sions, and take advamage of all the tegiti- 
mate i^gotiatfa^ leverage they may have. 

«mnsel is aaHy om d may f^tcfs 
^it^>aisaUe to that r^]^ 

3. R^gul^m. Ths fecteral goi«nm^ aiKl 
many states are considering l^islation that 
in some instant would heavily r^ulate the 



"Intaval RmwnM Cwte Secttei 170 a seq. 
ceri '£^m%)*^ °^ Standards and SuppUen. Inc. AssodfOon v. Vnitrd SftUes. 158 FSupp. 5tO (Ct a., 1958) 
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aut<mated informadcm handUng pro^ss. 
This a'gulaikm usually has as its ffml the 
|Nt)Uxti<M (rf privacy, mid in many in^u^s 
establislKrs criminal sancttons for noncom- 
pliance, form (rf rcgulatkm (wt^tl^r by 
commissim or by direct f^iraticm to the 
q)cra»r) incvitaMy will gci^rate legal 
prt*lems, not raly as to onnpliaKe, tnit 
also as to the bask form ctf tl^ regukukm 
itself. OwrtHtKid r^uhitory ^go^ can 
have a signtfi»m im|^ on extemiw uni- 
versity capital investment for research and 
^mini^ratim) 1^ «mi{Hiter process. 

Sepanuely liWi^fH^ied Auxiliwry Enterprises 

Institutkms often fimi it useful to have certain 
edttcationaUy related functions operated by ratittes 
tegaliy distill frrai the or univershy. Com- 
mon examples are college stores, cdtege unkms, 
ami food servkes, and in rame instaixes the entire 
student organization* 

Tl^ (^ratkms present sf^Ml prrMems ct 
uimnployment and disaUUty ht^trai^ exemfKiosi, 
of tax-exempt status fn berth ii^cmie aiui pn^rty 
tax purp<»es« aiKl of aswring tteir tegitimacy as 
xfmnte entities. Tte ^paraie emfty b^mm a 
probkm when tl^ institution aiKl ths auxiliaiy 
ofganizatkm are different in nasK cmly. in^tu- 
tions whose maragcment is cirtermifKHis with the 
management of tl^ auxiliary enterprise may fiiKl 
bah categories of ^ivity sub^ to ^ilar rules 
and rtgulations of tlK institution. 

Ti^is and Uabiliiy 

Nearly all public inttitutkms forn^riy enjc^ed 
an immunity from liaNlity for toMt of th^ir torts. 
Thus, persons injured on a^Hint of s^giigent 
operaticHis of the instituticm onikl mrt r^over for 
tteir injuries — at least, not frrai tlK in^tutkm. 
Many private schods enpyed anatogous exemp- 
tkms i^veloped umter €»ie or more (rf thr^ com- 
mon law theories. 

Most of these immunities no km^r exist. Ccnirts 
and legislatures largely have elimiimt^ tte publk 
ii^tution*8 sovere%n immunity m cases erf ran* 
discreticmary torts as negH^nce, ahlKnigh 
tl^rc usually are claims and iKHitt provisicms that 
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ptaintifTs must (cikm. A\so^ charHaUe unmunitics 
fomwriy aviuiabte to private institutkms have all 
but disaf^ared. The ii^tuti«m thcfef<»% mu^ be 
concerned for its tort liability exposure. The Occu- 
pational Safety and Health Act (and state laws 
enacted in cmificmiiity with H) also expands the 
aml^t of liability expo»ire to the institu^. 

Clasically, ccwrts (tesignated persau who en- 
tered the pn^wrty <d amrtl^r as "busii^ in- 
vitees,*" "bare licensees," *nrespa88ers,** or as fall- 
ing into some intermediate ck^afication. The duty 
of care the property holder was bound to exercise 
was rediKed as one moved down the scak: thus, 
a tre^»$ser ctften was {m^^ed tmly again^ cteUb- 
erate injury. In time, thb categorization proved 
ui»atisft»t^, as was dKnvn by tl» et^rafting a( 
multiple exceptions and qualifications Cattiactive 
nuisance" is a familiar exam{^). The modem 
view is to inquire as to what safeguards are reason- 
able in Ught (tf <d/ tiK retevant circumstan^ b- 
ciiMling tim severity risk, the foreseeability of 
harm, the likelihood that peTsoa& will be on the 
pit^rty, ami tlw cc^ ami i^a^teality at avtwling 
or abatii^ tiM dai^r, »ich as by postii^ nod^ d 
the danger or by fencing off. 

Determimakm of Which Institutions Are "PuMk" 

Institutions of higher education arc categorized 
as "public" or "private," with different legal con- 
sequences attach^ to each. Pul^ itatitutiras are 
subject to all tin: ctmstituticHial limitatkms implicit 
in the concept of "state wtion**: tl»y cannot dis- 
cipHnc stiKlcnts in violation of dv» pneea prin- 
ciples, and cannot t^lifM to retain emi^yees on 
grouiKls prohibited by the VS. Ccmstitution, such 
as the exercise of ct»}slitutionaUy pn^ted ex- 
pression. But the^ institutiois enjoy a partial im- 
munity from suit in fcdeml court under the 
Eleventh Amendment; their officers usually arc 
personally immuiM umter state law for ''discre- 
tioi»ry" acts ami have tl» imrtectk» erf t<Ni claims 
»:ts procolures. The puMk in^itutimi also may be 
in a favorabto tax positi<Hi as a potential donee, 
and is often beyond the authority of local ordi- 
nance. On the other hand, tl» private insUtutktn is 
not subject to the pletbora oi laws limiting the 
extent and procedure of exercise (rf powers by 
govcrmtMint 



63 



2:5 



It Is arguable that^otherwise *^rivate** institu- 
tion that receives sub^antial public tinai^al sup- 
p«l — as most do, <iirectiy w indirectly — is nilB- 
cienUy infused with ''state acUcm" as to make it 
pAs^. As is tnu in otl^r areas, courts are unlikely 
to take a i^d attittKic cm this issue. Thus far, they 
have been liberal in finding "state actioo** where 
d»crimiaati(» is involved'S but slow to ^ so <m 
questions of procedural due process." Moreover, 
"state Kticm" is a amstitutimml ciMKept, aiKl l»s 
been ai^li<^ to questkM^ tl^ |Htblk or 
{private nature of the institutim for putposes n<K 
involving the Fourteenth Amendment, which 
makes most of the provisions of the Bill of Rights 
ai^teabic to the states. 



At»{ERENCE TO LaW 

InstitutiiMis of higt^r ^lucatkm, as inluritOTs <rf 
a very ^^ial aiKl i»i^cnis tmlltkm oi int^r^, 
and as preceptors, have spedal it^on to scnipu- 
kMisIy h(fflw the ktter and spirit ol tl» law. This is 
(tema&ikd mx os^ by ^ladpks of foki^ tot 
also by the ne^^ty of mslntBining the wide sup- 
port tl^ is r»]tt^ to tb^ weO^^dng. To i^ra- 
phrase an apt law review vaiiatkm on a commem 
by Ji^ke Htdmes, if ft is said dot penons mast 
turn «imre o>mers urbea thsy (teal with institu- 
tions of higher edi^titm, itfelmidtosMi^d^; 
insdtuti^ sh«dd not be heUI to a like stambid 
ai rectai^ar rectitude in dieir own afl^frs." 



Ccmmonwe^lib of Pem^h-^nla v. 392 F.2d m (3d cir. I968)r«^rfS739ru.& WllS sS. iSl 

U«i^L°I^'^A\i'%Tn^^ ^St^*tf ""^"^.i^J^;. (SJ>.N.Y. 1968); l^^ba v. New York 

i^SSZ imh ^' °f WaMngnm VniveJiy. 336 F.Supp. 45. 46 

*M8 Harv. L. Rev. 1299. quoted in Farreil v. County of Placer. 23 C2A 624, 628 (1944). 
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THE USUAL FORMS of finandal aid to Gt^lege and 
university tfutknts, adnrinistered tluough the 
instituticm, are sdiolarshtps, felkiwships, assistant- 
ships, grants, {oam, part-time employment, and 
spe^ arrai^geflMnts for Hbe f»yn^ d tuitkm 
and other charges. This segment of the gnamrial 
aflNrs (rf tl» in^itatitm, affectii^ the vrattaie (A 
individual students as well as the insdtution, re- 
quires judicious and effective administratlai. 

Administration 

Administration (A the stuctent aid program is a 
responsibility of IxKb academfc and finandal 
officers. Broad policies and proc^iurra for award 
ami «lmiabuati(n oi ^u^m aki shwild be 
adopted by the institution. Tl^ may be b^ed on 
recororoendatioiiS erf a aanmittee erf representatives 
fnmi academic departments, admissions and stu> 
dent aid offices, siudent per^mnei office, business 
<^toe, and stu^nt body. Sadh a ^wtent aid con- 
ndttee duuki (tetermine, in areas (d its om^m, 
stamkrds and r^uirements rel^ii^ to uat^nic 
and other qualiikations oi applicants and methods 
used to ^qnaise tl^r financial neois. 

An officer should be appointed to implemem 
stu«knt aki pdides and coordimte tl^ vaotk (d t!» 
program, although graduate fellowships and assis- 
tantships unially are admfaiisterBd by a sc^me 
office, such as the graduate school or the student's 
aa^tsm cfepartment. In small ii^itutkms ihe sta- 
(tent aid fu!^cttt»i may be a fmiK^ part-diiK as- 
s^nnWit (d tl% c^ker. In large isstitutkHn or 
timse with significant stintent akl tnK^ets, a fnO- 
time administrator and supporting staff are 
required. 

Withhi the framework of approved policies, the 
student aid offfcer shouki be responslMe for ad- 
ministering tl^ prc^ram, mclwling »ich procures 
as receqM of ^ItotkHis {*x all forms al financial 



assistaiK^ evahiatkm of finai^al i^ed and qualifi> 
caticms (d a|^>tk»nts, and d^asions concerning the 
anKNmtt ami kinds oi ^wkitt akI to be gramed. 
Altl^Migb the bu^oess officer should be respoa^ile 
for rec^ cu^ody, and dbbursenieat (d all funds 
for student aki and for all adjects of tMr acomnt- 
ing and fiscal reporting, many feckral studot aki 
program require Mcounti^ attl fiscal repotii^ 
by the stiKiem aid oiSser. 

To ctm^ with Um pertainicg to aki ftmds, 
student aki c^Scers and appmptuat staff in the 
busii^ oi&ce must review periodically, ami be- 
come acquainted with, provkkms oi Tedeial, state, 
and lam and rpgulatkins as d»y rdate to all 
forms oi paym^ to sttdents. Under fedend leg- 
ulatkms. a student who receives federal aki funds 

may iK>t be paki amounts that exceed hb oompnted 
f^ed, includh^ axcm» from any source. An insti- 
tution that £ails ta comply with thb re^ifetira nuy 
be Uabk to repay the amount of **oveni^ need" 
to the ^>vemnient. Whenever pos^^, then 
shouki be a data bank infbnnatkm for each stu- 
dent, indicating the amount and type of aid from 
instituticHml as well as cratskte smtrKS. 

Informatkjn describh^ the total student aki 
I^t^ram shmikl be publid^ in conv^nem, com- 
prehensibte form. The pubHcatk» shoohl indnde 
kinds of aki available, gerjeral rules and regulatiwis 
in grandng aki. qualifi(»tk>ns and el^ftrility re- 
quirements ai^jlicaUe to ^secial fnnfe and types 
of aki. methods of applyfa^ for aki, and procedures 
to be fidkravd hi airai^i^ for ^err«l ^ymants 
of fees and charges. Infbnnatkm on loan funds 
shouki include interest rates, repayn»nt schedules, 
aiKl (^digaticms oi honomn. 

While finaiKial need hi most cases is the ba^ 
criterion for grantii^ studcm aki, many institutions 
oonskkr otter factors such as academic achieve- 
ment, vocatkmal objectives, and lyptohip potes- 
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tiaL All stiKtents s^ing stKNikl be required 
to ^»nptete tte ^n^^ate ai^rfica^ foim, 
wfateh ^slidts sttdi inf cmnatioa. 

Prafesskmal fimu^d aimlysis servfees, mch as 
the Cdlege Scholarship Service and tte American 
Colkge Testing Program, are avaMrie to evaluate 
tamfy financial drcimistmms to cfetmniK tte 
sui^xm to be expected ttom 0^ family. At the 
9tuctent*s leque^ results of tbsx evaluatkm are 
sent in OMi&tence to instituticms for use in cteter- 
mhilng the anKMmts €i finaiKial a^tas^ neeited 

FbRMs OF Student Am 

In order to make the most eft^tive u% of their 
stiKfent aid fumls, instituticms tyfrfcally grant as^ 
tance to a sti^ent thrin^ a "^p&skBss!^ of aki, 
may include a ccmitnimticm oi sclK&rdiip m 
grant and self-^lp such as loan or Adjust- 
ments in amrant ami amipo^tkm oi tf^ i^tdc- 
a^ are mffite from year to year a s ti^ finandal and 
ac^iemic cfa'cun^tances of die q^Ucants or the 
rerources of tte mstitutkm dmnge. &mie in^tu- 
tkm award aid for tl» entire period (rf study 
unte^ drcumstances chai^; oibets r^iuiie annual 
api^ication. 

Scfmlar^ps and FeOaw^ps 

Scholarships, which gei^rally are awar^ted to 
undergraduates, are bas^ on scholp^ whkve- 
n^t aiKi/or fina^ial n^d, ami rarely a>ver tc^ 
edi^ticmal exi^nm. Some sciK)iarships are 
awanfed for a^demfe exceltence or s^dal Uitents 
in sf^dfic areas, regardtess erf finai^ial ne^ 

Felk)wships, wh^ are awarckd to graduate 
stuitents, usually are <rf laiger amcmnt; tr^ticm- 
aUy, ^>plicants have not been require to <fenKm- 
strate fiimTCial need« Sc^idastfc excellei^ has been 
ite important criterkm, Intt sra^ imtitutkn^ aie 
introdiKdng tte s^ed fa^or as costs ri^ and fumls 
become scarce. 

Recipients oi scMarsh and fellowships are 
mM exf^cted to remter serv^ to tl^ in^tution as 
a consideratk»i for their awarxh, nor bk e%- 
pe^^ to repay ttem. 

F(miKlati<H», fratem^ cmfers, leligtous groups, 
ami similar agencies oiten grant scholarships and 
fellowships directly to stuiknts ti^ select, based 
in many ca^ on inform^cm ntj^rfi^ by tl^ 



ii^tittion. Stuctoit md c^tors stouU coc^iate 
with swh ofganlzatiras Init dKmld raggest tlmt, 
wt^i^ver pc»dtfc, tlte ^amfauib, qualitoitim^ oi 
stiKtems, ami oHhu r^utetkms oi t^r in^tutions 
befMlowed. 

bistitutk»B are «mKtinK^ to acce[^ gifts 
to whkh tite term ""sclKdarsMp** is i^^rfied, but 
with ibe dOTor reserving tte to d^gnate the 
recipient Such receipts canm^ be tre^ed as schd- 
arship funds, ami ctaKHs sS^mki be informed ti^tt 
their fmnb are htit^ Mcq>^ as agH^ fuiKls for 
use <rf the <fe^nated Au^nts. Dcmois shoukl be 
iK>tified th^ si^ fumb are not gifts to tl^ in^itu- 
tion and therefore are not taxK^iuctibte. 

AsdstmttMps 

Assi^antstdps, Uke fdlow^iips, usually ta^iKto 
tuiticm rmisskm for graduate ^lutents, tmt die 
award, m ^ii^mi, is gn^rally te» than that oi a 
felfowOiip. Uidike feltowdiips, towever* as^tant- 
sh^ require (^rformai^ <rf servtoes, wh^ dKHild 
t» chaiged as exp^im <rf tl^ cfefmrtn^t in winch 
tte work is pertormed, regardkss <d ^ ba^s m 
' ' :h redptents are se^t^ 

Grants 

Grants tyfrfcafly are awarded to indents with 
special talents — musk and art students, athletes, 
and otiiers — usually witlKnit ^^rd to schola^tfe 
achievement or toandal i^ed Grants sdso may be 
mandated law, imch as the fe<&ral oppo r tu n it y 
grant progruns ami many state ^^scbcdarship** 
programs. 

Loans 

Ttere has been an empha^ cm self-help, par- 
tfculariy indent toans. TTiis has bera caused partly 
by tte expaml^ avdla!»lity oi Umn functe frma 
^teral sources, wlwh piovicte leans at sid>i^liz^ 
interest to stiKknts meetii^ ^rtahi need criteria. 
In ^Idttim! to f e^ral im^grams, Utere are state 
ami private pn^ranB oi kmm with sub^di^ in- 
terest. Lc^ns also are matte directly to students by 
a^ftties CHitdde tt^ imtituticm. M mth ^holar- 
ships from out^ sources, cdl^es am! univer- 
sities dKNild cooperate with the mipniations ami 
ei^ourage tl^m to d^nrve ti^ institution's stan- 
dards, policies, and regulatiots m admini^rii^ 
towfumis. 
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The revolving fund is the usual type d 'ms&ta- 
titraal kmn fund. WImu a loan is ref^ by ti» re- 
cipient, it is again made availaUe for teiidii^. In- 
terest on toans, if any, is ad(kd to the fund to help 
onrer ooca^M»l kWs ami to insure perpetuity ot 
ths Imn fund. 

L<wg-tenn loans are granted to students whose 
Meds for a^istance are »ifl^ntly great itm the 
aoKMint {rf gift-aid fuiKis ami enq^^n^ avaflat^ 
is ncM sufl^ent to the ^Kfente' emb« o^s. 
Loog-tenn loans generally do not require payment 
of interest while the student is attending ^lool 
(m ihe interest is for tbs stiK^), bm 60 
carry an interest charge during die repayment 
period. Short-term loans are inaitttaii»d 1^ simtB 
in^tutions b> pnv'^ hnn^diate fumlb fc»r oner- 
gency ^rposes. The amount that can be borrowed 
UMially is smaU, and the repayn^t i»itod may 
vaiy. 

A student should be granted a loan only after 
revkw his aj^^lication form, a perscmal intervkw 
by the appropriate college officer, and the execu- 
tion erf a iKMe, idiidi mt^ contain pertii^ 
hifonnation r^ardii^ truth-m-lenHing laws, 1^ 
OTnihig to q^kal^ ^tutes. In »kiitk»i to ot!^ 
informatic»i abcNit t^ stiKient, tl» a^^di^ition form 
siKiuki disclose all source and amounts (rf income 
oi tiK iq^licant for the f^dlowing year, estimates 

expenses durii^ the year, and anKnmt loan 
reqi^sted. Nan^ a(kiresses, and tetej^Kme nim> 
beis of referei^ ami a amsaer, U ttere is (ms, 
must be furnish^. This hif(»inati(»i is valuat^ in 
locating borrowers wto fail to keep the histitut!<»i 
informed <d changes of a(kire%. On a loan made 
to a miiK)r, a codgxr may be i^e^ary to enfom 
the legal right to raUect ti» tnite a^ssrda^ to laws 
of the state hi which the instituti(m b located. 
(Minarily, re^xmsitrility for af^jrovmg a kmn reste 
with the student aid officer. 

TIk «ifflinistr^i<m (rf lc»ns ^^Mioved is a re^Km- 
sibUity of the busuiess officer. He shcmld verify 
authorizations and terms (tf ksans, ascertain that 
reci]^nte have ik> cnitstandi^ ctelinqt^ accmints, 
prepaie the notes, and i^ue checks fmyabte to 
^udents for the amcnint of the k»ns. Checks 
slKwk] be ei»k>ned by student even th«igh pro- 
^ds frnn loans are to 1» imn^ately to stu« 
dents* ^xHints. The i^uai^ of checks to stiKtente 
wIk) borrow fuiKb, which al«> requires their nib- 



sequent eraiorsement, enqdsnizN the biisiness 
nature (tft!»toan. 

Since it is tlK duty ol the l»sh^ <d&Bet to 
colkct toans, be should insure that iMth an initial 
ami an exit intmfew are hdd with recq^its <rf ^ 
dem toans. At the exit iitfiervtew, str^ slxniki be 
on the student's t^^lgation to pay any hiterest 
stipulated, to repay the k»n, and to keep the faisti- 
ttttkm ^vised oi his corr^ address and namfl 
chaises. A written agreanoit sluHiki confirm in- 
terest payn^nts and the schedule for rej^nrritt. 
A nKM^dy ^Kthite k dten be^ 

The budness officer is reqxjnsJble for develt^Mi^ 
an ef^^ent system for a>ll«^dng student loans. Ad- 
vance m^ices of intere^ and principal payn^nts 
due shoukJ be sent r^Iariy by the l»aness offia; 
or billing agent to all barowers. Not^» of pay- 
njents made, which also show the fntance oi un- 
paid principal, and reminder letters shouki origl- 
taie in ibe hudi^ss cfflce. T^^khk cs3k to 
delinquent borrowers produce satisfactory results. 
Data processing ^luipment b effective bi preparing 
IHIte and ^atonents, aiKl mitKsts tor pay- 
ment, analyses ami reports on student loan fund 
activities, aging oi toan notes, and o^tm phases of 
accmmting ai^ rqnming for ^t^nt kian ftmds. 
A number oi hotituticms tenks ami bOIing 
^eiKi^ for tl» admintstratkm oi cdlectkm of 
student loans. 

An institutkm tlmt ac«]Ms fumb to be lent to 
studems, regardless of the scwrce, accepte the re- 
sponsibility for adminstering tte fonds eflf^vety. 
When a student is granted an aid pack^e that 
unhides a kmn, it nn^ \x nratte ^ar to tiie stu- 
dent that the loan potion is an obligation that 
eventual^ mu^ be repakl. 

PcBTt'Time Emplcyimra 

Fart-tinK stuitent emf^yn^t <rftra is ii^tpo- 
rated in tiw studmit a^ program. S^mteits ^kii^ 
aki may t» expected (a]tiif»^ not required) to 
accept part-time employment, kmns, or both as 
part oi their self-help obl^atkm. Ideally, the part- 
thiu empk)yii»nt fui^on is vested in the student 
aid office. 

The student aid office should refer students to 
prospective emptoyers. Final sel^tkm oi students 
to be emptoyed sitouki be tl» resptm^Mlity d 
those hi areas where the students win work« Part- 
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tisae or teoqxmuy ^rk for stiKteo^ with w^s 
pi^ entlie^ bam in luticniai or ageiKy tmi&, 
h common to most instittttions. Fiaaac^ need 
is nc^ always a [»ei«pi^te fof iiBtittttkmal em- 
ployment, and placement may d^)end on tiie stu- 
denrs interest and job skills. &ipervi»»s (tf student 
eoqrfoyees, r^rdl^ ci source of fiiiMis, dxHild 
ins^ (m proii^ ^kient, end a^sa^aaism per- 
fimmnce. Failtue to require ia&Saeuxy peifram- 
asce b a disservtoe to sti^its as as to the 
institution. 

The C<^lege Work-Study Pn^ram was estab- 
lished by the feieral government to increase the 
availability of jobs, thus h^ing medy stmients 
finaiKe tteir ooSi^ education. Emi^^n^it op- 
poftunities are availid^ for students with (tenum- 
^rated fimmnal need to earn a oi ^ir 

college expenses in part-time, on- or oti*camDUS 
work whik t!^ attend ccdlege. College Woik- 
&udy Program funds may be used to subsidize up 
to eighty {wrcent of a student*s wages, with the 
balance to be i»M by the m^tuticHi or em^iyer, 
whether cm- (^•^^mijHts. 

Deferred Payment Plans 

At colleges and universities, arrangements can 
be made for students and parents to pay tuition, 
fees, room and board charges, and otlier expenses 
on a deferred payment plan. Def nKOts usually 
are for short time periods — not h nd the end of 
the current semester or term or, u most, beyond 
die end of the academic year. 

Achai]ge should be assessed against those using 



a defcTTKi payment plan, such as invest on the 
unpaid balance of die bill a flat fee for eadi 
def^red payment If financial assisfance b neces- 
sary longer perkids of time, the student or 
parents should be %ivi^ to for a long-term 
loan. 

AltiKMi^ (tef erred {^ym^ plam are a part ai 
the total student ud prograiii, d»y dMwM be 
handled throu^ the busine^ <^ce t^cause aca- 
demic fa^Ms and flnaiK^ i^d (kteminatlaai 
^erally are not mvolved. Institutions wishing to 
restrict deferred payments to students with a gen- 
uine need for deferment may diannel such applica- 
tions throu^ the student aid (Mce for iKed detN- 
mmatkm and cash flow analysis. If d» program oi 
deferred payments h understood by stwtems and 
is well-administered by the institution, ocdtecdm 
pn^lems are mmtmfagd. 

Arrangements (or d^erred t^ymaits should be 
in writii^ ami the payment agreement form 
signed by the stwknt and/or hk parents. The 
^reement should indkate amounts to be paki, 
datra on which payments are due, intmest rate, 
and penalti^ to be incurr^ in case ot failure to 
meet i»ym«its on the dates ^>ecifled. 

Described as deferred payment plans, loans are 
offered by many agencies and l^nks. By such 
plans, (Muents may pay the cost of tuition, room 
ami board, and otiier chai^ in nKmthly install- 
ments over a period <rf years. These pkns may 
faiclude insurance on the life of the employed par- 
ent for the full amount of the contract 
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Personnel Administration 



PERSONNEL ADMINISTRATION is a systematk ap- 
1^:0^ to manpower recndto^t, utilizatkm, 
Gcanpensatkm^ ami ctevckqanent. When fully and 
pnc^^iiy imptement^ h oreiUes on ^vkoxoKSSt 
timt is cofidttdve to, and fodfit^ tte ^o^fdish- 
the of the ediratfkmal in^^idkn in 
titt nK)st effective mam^r. A well-Klevekq^ed pro- 
gram of pers(»nd ^imini^ratkm can: 

1. A^ist admini^rators in clarifyii^ tl^ 
ganL^aticHi of tt^ staff ami woridoad in tteir 
departments. 

2. EnaUe administrators to develop and main* 
tain fair and equitable conq>ensaticm pol* 
ides and pn^tkes. 

3. Facilitate staffii^ of the CHganizatkm widi 
«»npetent employes. 

4. Insure timt tte instituticm com|^ with 
federal and state laws relating to employ- 
ment and maintains data fm f^kral^ ^te, 
ami local persomul ai^ts aid reports* 

5. Asdsc emptors in under^amiing tte or- 
ganization and m identifyh^ with it 

6. Ef^imrage and assist departs^t ami 
supervisors in initiating and mftintainifig 
orientatkm, Uainii^ ami itevek^m^nt pro- 
grams that will make it jK^^IHe for 
ploy^ to underhand what is «q>ect^ of 
them, to perform their work e^ently, to 
devekq) tl^ skills and ^ilities, ami to 
thieve tl^ full pot^itial. 

7. Help emptoyees motirate tl^n^v^ to 
work to^ti^r {rodwtivety. 

8. Facilitate ccmmiun^tiim amcmg c^nfaiis- 
trators, supervisors, ami emi^y^ abmtt 
person^] matters. 

9. Provkkproradur»forx^^vi]^ grievai^^. 
10. Assist administroton in interpr^ii^ ami 

reacting to concerns of empk^ee organiza- 
tkms, unions, ami sp^al-interest groups* 
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Per^mi^ miministxitfkm is imially a fiui^ 
ticm, but nmy snducte certain ttw ftm^icms* Those 
inndved in perscHU^ administratsra partiei|Wte in 
the develofmient and im{^«nentation of institu- 
tk»ial per^^u^l pdi^ mi pra^to by woffcii^ 
with crtber h^tituticmal tdministralm md supa- 
v^irs* 11^ (^^»mtte! admios^ratw shrald, (d 
cmirse, i^y a very wtive {Kut in t^|^ faiitiate 
these pdkies ami pTaci&^. A perscmf^ <^cer 
may have dir^ ^Jmini^ratira authmity over cer- 
tain instituticml employee in mdsr to faisure com- 
pliance with teteral ami ^ato tews. 

The n^ for consistent application d per^mnd 
IK)lkks, laws, aiKl govenmient regulatkms 
throi^hout the (s univ^^dty is oi 

in^KHtanw that it dictates ^ntrafizmkm <tf tl^ 
attire institutumal per^mi^ fuKtkm« This is 
^ledally true with n^pea to the fani^ ctf fed- 
eral and ^te kgidadcm r^udii^ equitabte ^n- 
ptoyn^ jK'act^, whfeh must aj^ly ^{ually to 
all employees. Snoe tt^ influent ci tte per^mnd 
of^ratk>n afitecti all ^gmente <^ the col^e or uni- 
versity, r^m^WUty for e^atdisfaing and imp^ 
menting the institutkmal perscmnel pr o g ram must 
be ass^i^ to a ma^r ^Imin^n^i^ <^Bcer. In a 
anaU in^itoticm this assigiimeitt may be giv^ to 
scmmme wIk) has otl^ iufaninistrati\^ r^Kmsihil- 
i^s. It is hnportant, hon^ver, that tl^ a 
cfearly kfendfial^ i^rscmnel qseration or fuiKticm. 

Historically, the chief f^ianess d&sST mmnaUy 
has l^n respcMi^te for prooMkm and <tev^)p- 
ment d what vm kteiti^ as perscnn^l admfaiis- 
tration in tl» ii^tution, u^ialty as it relate to 
mmteachii^ onptoy^. Ac^kmfe mfanini^r^as 
have been re^msibte for largely unstructur^ per- 
soni^l Ktivit^ related to tte academic titaS. Re- 
gardtess of this sef^ratkm of fusctkms, ft is advis- 
abte for the chief ^atonto oibcet to avail himself 
<rf tte q>^aii2ed assistaiwe <rf Urn perscamd c^cct 
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vAisn it is required. Much ovei1a|>pti^ <A dutfes, 
GonfusHm, ami unwarranted expense can be 
avoid«l, however, centralizn^ all perKHUid ai- 
n^strati<» umkr oae oflker. Centrali^if»i can 
best Ik accooqilished by makii^ ti^ {«n»»isel 
<^seratkM re^Kmsibfe c&mly to the h^lM^ prac- 
tical levd ttf authority. 

An instituti(M»l ttedsicm as to wluan the chkf 
per^iKl ffilministrative offi^r shoukl be i^xm- 
^bie must therdore be made in the omtext (tf 
indivkiual worktoads, cqiabilities, and perscml- 
ittes. The deci^ slKwkl be ba^ how ibe 
l^rsoniKl program can best ^rve the hi^itutifm. 
As cnKiitifMis change, reaw gantamffCT t may be 
r«)uir^ 

R^aidless d orsanixsndoa striM^iie tl^ 
shoukl t» spedfic actkm by tt^ ^sveraii^ bcmd (tf 
the instituticm, which defines tl» brc^ (Actives 
(rf the pers<Mit^l program and the major futures 
of its relati<Miships and stnictures. The personnel 
pn^ram is mturh more likely to be better i^ved 
and ^tly strengthened in its utilization if there 
has been employee parddpation in its (kvelopment 
and if prov^on is made for employe ccfflunitt^ 
or omndls for cnnmunication and advisory 
purposes. 

Key functicms of a comprehemive per»>nnel de- 
partment include position classification; craipensa- 
tion and benefits; emptoyee relations; recruitment, 
%tecti<m, and promcxion; afflrmatiw action pio- 
gran»; orientati<» and training; perframai^ 
evaluatioo; oiganization and manpower planning 
and development; labor relaticHis; recoids; and 
sometimes, safety. Each these functions ^Kmld 

craskfer^ aiKl evahiat^ separately; however, 
in pr^ticx they should be oiganiiKd to bleiKi into 
a t(ttally effective program. 

Position Classification 

A classification plan provides a method for 
groupii^ individual positions leather under com- 
mon dias titles and descriptions and is basic to all 
pn^grams and processes in psnomel »httinistra- 
tion. It also is e^ential for insuring and d<xun»nt<- 
ing equal empkjyn^t qqxmumty. Tbs Mkctioa 
ai a plan pr^uiqxnes su£feknt anafysis cf the 
ox]ganization and pc^^^ to ^termh^ tl^ ^tois 
for job evaluation. Techniques involved in estab- 
li^iii^ aiKi maintainii^ a dassifiratkm plan as a 
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basic toai iiKlt»k: 

1. Writing and verifyii^ by mm^job audits, 
individual positicm (fe%r^)ti(ms. 

2. Sortmg positions into a dassification 
structure. 

3. C^tlinu^ class ^>edficfltTons ami relative 
values. 

4. Delineating use cla^ qjed^tkms— for 
exami^, as a hssis for bwiget preparatioii 
ami pers(mnel prognum ami fnocedures. 

Compensation and Beneptib 

C(»iq>aisatkm mil jdaiK pnnwte a sys- 

tematte a|^n»ch to e^ablidsti^ salary levds f(x 
p(^ti(H^ e^aUishit^ {Mr^twes relative to VMa- 
tions, iKriidays, leaves, insurance, and retireTient, 
maintainii^ ^uitaUe relatiraships among pod- 
tifms based on dl reqxmsit^lity, recognizh^ 
cc»npetiti«« salari^ i»ud in tl^ labor mailcet, 
ma intainin g salary axid bene& ki^ls that permit 
recnutment and retentitm ctf persom^l, and affoid- 
ii^ a nKans (rf rewarding unpnn«d ot meribm<His 
performance. Because compensaticHi and benefits 
represent total emptoyment a>st, each pn^ram 
mu^ 1% (tevek^)^ and evahiated in Uie context ol 
total c(mipt^r<.satksi. 

Car^ a>mi<teration mu^ be given to the mmi 
eSective use of the histitutional dollar— In the 
form (d take-lKniK pay, pay tot nooptaiacdvc 
tin^, insured ii^raie in ca% k»s of {»y beoiuse 
(d d^Hlity or layoff, (telayed con^iaisation to be 
I»kl after retiren^nt, or imlirect ii^cmie through 
**job i^t^** siKfa as inexpo^ve iKukii^ Basic 
to tl^ (tevek^miem <tf an «Hnpa^^ ami bei^ 
fit {dans b a (tetermiiuition ctf tl^ m^tutl(m*s 
finam^ r^Mirres ami its aUlity to nif^rt ibe 
various benefit plans, many d which become far 
imme costfy than was antidiKited at the thiM of 
or'giml af^tion. 

Ctmipensatkm and beittfit plans 8i« hnpte- 
oient^ by acceptable tedmiqiKs ^fied to such 
e^ablisted l^slc prii^i^ as: 

1. Internal ^uity aima^ all clas^ ci work in 
lbs classification plan. 

2. External ^]uity with rat/^ by otter or- 
ganizations in ajmpetition for the supply of 
qualified ai^dicants. 

3. Co^-of •4i^ing dmi^. 

4. l^rformamx. 

5. Leqgthofservke. 
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Employee Relations 

Maintaining ccm^^n: sqq>lkati<^ ot pd&cks 
and pr^rtices, thus temiit^ to prevent i^i^m^l 
pn^ms and gmvances ami to ^ve ihose 
that o^r, requires an effective liaison ami 
municatkms ptOgram ammig staff, fruity, aiKl 
administrators. Employee relations indiMfes ad- 
ministration of focto/s affecting morate ami such 
matters as discipline* Kniofity, layoff, aiKl rehiring, 
involve in this i^tivity are: 

1. Dewlq)n^nt ctf the persmmel Au^timi as 
om^ of iKivice ami ccnmsel on perscmi^ 
matters. 

2. EdwatkHi and traimn^ ckf^rtm^ hss^ 
and supervisors, 

3. Omimunicaticm ci perscmiKl pn^iMS ami 
pd^iM through eicplanaticms by supervisors 
and tbrm^ the use of handbooks, training 
pn^rams, meetings with employe^ and 
other lyq^ropriate m^lia. 

4. Establishn^t ot a formal pn^dnre tm 
handling employe grie\^i^es. 

Recruitment, Selection, and Promotion 

The recruitment and ^tectira ci mmteadifa^ 
employees was cme of tte earliest functions d 
perscmi^l administration in col^^ ami uniwr- 
stties. R^ruitment ami seiectkm pro^hires sIkwU 
include a systematic program for securii^ quali- 
fied applkants ami for recomn^miing appl^nts 
who are be^ qualified for a v^ant position* It is 
no km^r consktered actuate for an institutira to 
rely on recruitment procedures in which an appU* 
^int must take tl^ initiative in s^kii^ en^loyn^mt 
with tl^ hi^tution; ti^ inslituti<m must take ti^ 
initiative in souring ai^Ikatk>iB fnnn individoals 
who might not \^ re^l^ throu^ tl^ traditkmal 
procedures of referrals and gei^ral advertisit^. A 
r^ruitment pn^ram must quaint ^tapky^ 
with existing vaou^ks and assist in tl^ transfer or 
pr€Hm>tion of current staff members. Qualfficati<ms 
to be Gon^dered ii^lude mA only technical skills 
and abilities, Imt also traits or qualities that are 
neected to bring ^rength ami telai^ to iKMh the 
(grating unit in which the ^^»ncy exi^ ami the 
overall m^ituticm. 

Screening and sel^icw procedures must be 
carefully develcq^ ami implen^ted, with ^ual 



concern for tl^ rej^^ af^llcants as well as tlK»e 
selected. Prc^^ valklatkm (rf all Kr^niqg ami 
sekctkm procedures is extres^y importaitt m 
meetii^ aimpUarce stamtords established for equal 
em^oyn^nt q;^rtunity aiKl afl&imative &^xm 
programs. 

Affirmative Aciwn Programs 

F^ral regulatimis nmke it inq)erati\^ tfiat 
im^inative programs ia affirmative acti<m be 
devek^T^ at each en^rfc^meot level to i»ovkle 
equal emfrioyn^t cqqxMtuiiity ami advai^i^stt 
to all imiivMuab r^irdless ai raM, rakH*, rdigioot 
sex, age, or natkml origiiL TbssQ efforts may 
iiKliKfe: 

1. Anal^ (tf l^al requirem^tts. 

2. ^tmit^ticm <tf a formal statement, to be 
ackq)t^ by the govemii^ board, d polled 
and pnictices d the fairtitution, ^i^tlK^t bias 
as to race, oilor, rel^km, sn, age, or na- 
ttcmalc^gin. 

3. Programs for imi^n^ttatkm d the^ pd* 
Ums ami pra^i^. 

4. Sen^tivity training for idmiiiistratora, siq^er- 
visors, and i^esent onployees. 

5« ^>ecial recruhs^t d wcmira and the cul- 
turaHy dis^vantaged. 

6. Orientatira ami trainii^ progiams especially 
ctetigi^ fm* example, to a^st cultural^ 
dbmivanU^^ empk)^es in bemmii]^ |Mirt 
d the mjrku^ community. 

7. Trainmg, c<HHhict^ both cm aid tl^ }6b, 
andupgi^lii^ 

8. FdloW'-up ami evaluatKm procures. 

9. Effective liaison with apprc^riate ^»npti&xi^ 
review agei^M. 

Orientation and Training 

Orientation and trainii^ programs provkk serv- 
ices to the new empk^^ in adjusting to tlK em- 
ployer ami w<^k unit, to tltt anj^yee in devd-- 
skills, airilities, aiKl know^dge relating to 
promotional q^portmnti^ aiKl to tte adnumstra- 
tor ami supervisor in hnpkmentii^ aich activitks. 

programs shcm^ be ckwk^^ after searching 
out stated ne^s for trainii^ and <fewlqm^ 
activitks. Needs may ran^ from reading and 
writing fm illiterate emi(4pye» to ddll trainings 
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si^ as typing, or sensitiidty training and jmrfcs- 
sionai ctewlopment Tbsx servkes, wl^ can 
provided within or witlKHit tl^ in^tution, by tte 
employer or 1^ c^r i^o^s, may incIiKte: 

1. Centralized ortentation ^ssioi» to Bssht i^w 
employees in identifying with the coUege or 
university. 

2. Centralized trainiDg prc^rmis on tni^n^ 
and academic poikies aiKl ptw^fatr^ of&x 
piMtice techniqi^ supervision, mA other 
skills u^te by anf^c^^ thrmsglKHtt d» 
CTganization, 

3. Technk:al a^i^ai^ to ctej^rtmental ^irnin- 
istrators and supervi^rs in de\^lqmient of 
departmental orientadon ami training pro- 
grams that assi^ en^k^ees in b^miii^ ac- 
quainted with the ctepaitment and its work 
n^tbods. 

4. Training supervisors hi 1k>w to sui^rvi^ and 
train emjdoj^. 

5. Administratimi of edwaticmal a^i^ax^ 
prc^rams for ennrihnent <A emptoye^ in 
developn^ntal a>ursa in vocatic»ml sdnxds, 
colteges, and universi^s, 

6. Encour^ement (rf attei^ai^ in af^n^riate 
professbnal meetii^ and worl»ho{». 

Performance Evaluation 

Performance evaluation is often thcMight to be a 
mechanical process for determinii^ who will 1» 
giwn a j^y raise. Perfcn-mance evaluaticm an be 
used in making such (tecisions, but a good i^r- 
fonna^e evaluation program will serve many 
ott^r, equally important purjMises. It can: 

1. Help employe see how their work af^sears 
to suf^rvisors. 

2. A^st employees in improving thdr 
I^rfonnance. 

3. Assi^ suf^rvisors and mam^en^nt m ana- 
Ij^ing the cffcctivene^ of the <H^ization 
and its operations. 

4. Help supervisors Bxid mai^gcment in identi-* 
Scatkm of emptoyees who sl^nikl be oiH^id* 
er^ for ctevetojWnt, pronKHkm, transfer, 
or dismissal. 

5. Ii^rease employee im^rate 1^ providing a 
m^ns (d communication with mana^n^nt 

6. Assist in attainn^nt oi departinental and 
institutional grals. 



^rfcMTnan^ evaluatkm is a omtinuing pn^MS^ 
but there ^khiM be provision for perbdic formal 
review. Hiere are ^eral q»pn»c^ that an be 
used in the design of a performance evahiatton 

sys^r 

1. Emi^yee characteriAto aialysis. 

2. Task i^rfomda]^ anafysis. 

3. Managen^t d)j^ve. 

Organization and Manpower Plannwg 
AND Development 

Sy^ematic reviews erf staffing requfa^ments are 
uewssaiy m cmter to mq^fenrat recnritment, pn>- 
HK^cmal, ami tramtfer jmttenis tm exbtii^ staff. 
Ti^ program sboufal be ctes^i^ to pr^nnc^ hi- 
temal movemoit of prraiotabte staff n^mteis, to 
ei^cHirage iiidi\^ual emiHoy^ develo]Hnrat by 
planii^ movement withm tte otganization or by 
traming, and to analyze ^ich faOars mi 

1. &ills and atnliti^ r^uired tor all petitions 
in tte imtitutkai, 

2. Skills ami alnlities oi prosent en[q)k^ees. 

3. TuriKyveritf employee in ^chchiss of woik. 

4. Growth tremls of each department of the 
otga n i/ atio n ami hnpl^tkms of pattens 
upon future {^rscmMl i^ds. 

5. Projec^iOTs for r^ruitn^tt ^tevelopn^it, 
and promcMional programs^ 

Lawr Relations 

Labor rdations is an if^reassi^ important 
activity in perscmnel miministraticHi. At one tii^ 
only maintenance* servire, ami craft and trade 
emptoyees were th«^t to hiterested in unicm- 
Ization^ Perhaps thera is no grcHip of empU^ees, 
including administrators, that has not given some 
tlKHight to the advant^es ami disml^^ntages of 
unionizadon. In the event that tmigahiii^ unite 
exist are a possibility, crasideration ol the i^la- 
tionship between the unkm and the odl^ or uni- 
versity should mdmie: 

1. Determinii^ tte labor relations phitosq^hy 

of the governing board and ti^ senior mhnin- 

istratoi^ oi the hi^tiUkm. 
2« OtMahiii^ kgal ^ntnsel and labor reladras 

omsultatira as circumstances dicmte. 

3. Itefming the bargrJimig unit or units, 

4. Determinif^ fl^f^t^tlmtwillbei^Mhble. 
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5. Nc^tiating with union rq^rcsentatives. 

6. Presenting the institutional points of view to 
tl^ employees inwIvcKl, to otter institutional 
staff members, ami if the ^tuation warrants, 
to tte ^ner^ publk. 

7. Implementing the provisiras of a n^c^ia^ 
ccHitract 

8. Keeping the admini^ratton informed <^ 
tinent events and tremls. 

For a detailed treatment (rf this sub^t, refer to 
the ehd|Her ""Labor Relations ami Colkcti\^ 
Baigainii^** 

Recork 

Development of a centralis system of em- 
ployee re^)rds is an faitegiul ^xt of a j^rsmu^l 
prc^q^. Such a system ^rves tte operatii^ ami 
legal needs of all persom^l pn^rams aiKl tte sta- 
tistical needs of persons^l managers, i^rsonnel 
research, and administration, with {mrticubr em* 
phi^ on budget planning and ^iministratiiHL 
Record systems sh<kild te established and con- 
tinually evaluated ccmceming: 

1. Nature of records r^uir^. 

2. Record systems available for utilizatiCT. 

3. R^ord retenticm polkies. 

4. L^al r^uiiements regarding record keepii^. 
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Beoiuse persom^l re^rds are an e^ntial jmrt oi 
the in^tution*s man^ement infoitnaticm ^rstem, 
tfmy should be int^rated with it to the extent 
practicaUe. 

Safety 

A weil-develq^ safety [m^ram b required erf 
all edimttonal institutioi^ by f^ral as well as by 
many state laws. Tl^ per^nn^l i^iartn^nt may 
be responsible for adminhtering tliNS ii^stituticHml 
i^irat preventicHi program, includhig record 
keeping, and for prov^ii^ in safety n^as- 

ures. Adl^renra to safety prif^ples wiU r»hitt 
acd^knts, improve quality <rf service, and often 
redi^ tte cost d c^ratiof^ Elements of a ^ety 
prc^ram it^hicte stn»^ admint^tive ^if^x>rt; 
active supervisicm; ccm^ant search for, and correo- 
ti<m of, phy^cal ctefects and unsafe practices; and 
training of empk)yees in i^ety s^asur^ 

Claims lu^r workn^*$ c<»n]^n»tion aid dis- 
ability laws shoukl be pro^s^ through the per- 
scmi^i departn^nt, wUch al $o stKmld be assig!^ 
res^f»ibility for mah^nmg records ami prqar^ 
ii^ re{Kirts require 1^ law. 

For a detailed tre^mrat id this rabbet, refer to 
the chipter ""Safety."* 
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Faculty and Staff Benefits 



BENEFITS have beora^ a s^ni&am i^ut oi 
UMal compensatk>n, and ti^ citm are key 
elements in isnkm i^Kiiak»». The perscHmd de- 
partment mmooiSy is responsible for administia- 
ticm (rf the benefits prt^ram, and also stould 
ccHKh^ {^rtodic reviews (d the program aiKi rec- 
ommend chai^ as ^^rc^mate. 

Beranse br^efit pn^rams are oc^iy ocm- 
ptex, careful plannii^ is e^oitiaL The entire com- 
peQsati<m program miirt be survey wten mw 
plaiB or prc^rams are cmi^ml or exirtii^ am 
are revised. For exasqde, it wcwld be imqypnq^riate 
to estaUt^ r^ben^t or diMW% tev^ 
widKHU ccm^lering the sul^tanti^ bo^ts avail- 
dbk •T(m sodal ^oirity ami <^ber ^atutoiy pro- 
gram^h such as woiiai^n*s OHiqiaisatira or, in 
scm^ ^ates, tempwary cfisability {rfans. 

One metlKxl erf regarding tlK total bei^ 
a^ sy^ematicaljy is throi^ fuiKTtional benefit 
plannh^ Si^ (rfanmng may utilize a sinq^ 
matrix with tl^ va^His benefit fiam Med ato^ 
one axis ami the variants contin^tK^ ak»!^ tte 
otl^r, thus reveaUn^ i^is, dupl^m», mi un- 
necessary a>¥er^* 

ccmtimmis commontoatOTi {m^ram b an 
integral part of tte ^imini^ratkm ot the ben^ts 
program. Comnnmications woukl fa^ude informa- 
tion abcmt benefit av»lat^ prapM^ chaises, 
new features d existing piam, md to tte 
emi^iyer (or vah« to the en^k^ in (kdkrs). 
O^rally, a me»age is most effe^ve if it can be 
pres^t^ to tte CTqA>yee's ^xmse m wdl m to 
the emi^yyee. Annual repwts ccH^eming tl^ bene- 
fits program as it perteim to tte b^iividttal em- 
pkiy^ are an eff^ive n^ans cd ccmmmn^tkm; 
tl^ uamlly are malted to the enqsto^'s Iwo^* 
AltlKHigh ten'-fit jm^rams hiMor^lfy have 
been considered a means to attr^ and ret^ em- 
pk^^ they are now impcntant aq»ects d com- 



pensation and are recognized as enqjioyee entitle- 
ments thnnigh fvfa^ radid ai»i imttvidaal 
needs are met Such prc^rams in educational insti- 
tutions usually im:iude medical, disability, life in- 
stiraiKe, and retiren^t i^nefits. (Xbes pn^rams 
(Meted by «mie iii^itutk»» m^v^ t&aixAon d 
tuition, bousing, periodic health examinations, 
travel and personal accident insurance, lecrea- 
tional and cultural events, leaves <tf slt^esxee, ami 

Insured Plans or Direct Cost Programs 

MedtctUCav 

The medical care plans d colle^ and vniva- 
Ht^ u«iaUy fall into two c^^ortefr— ba^- 
ho^tal-sur^cal-medkal pbms ai^ major m«lkal 
coverage. The hospitalization plans normally pro- 
vide btif^fits for ini»ti^ semifnivate accommo- 
dations, such as roam and board, spedal diets, 
^senU nursing ttrvfee, use qiei^ii^ roan, and 
drugs and medicii^. The surgk;al-n»dical plans 
&swr ph^^an laboratory tests, X rays, e^ 
trocardiogran», etc. Fayn^Us uaialfy are based 
on fee schedules, which are fised or "reaswiable 
and customary." These plans either provkk for 
{wyuMnt d claims <&r^y to tbe iK^tel or ^x- 
tor, such as Blue Cross-Blue Shield, or reimbui^ 
tl^ insured for |»yn^te matte to tlM te^tal 

Major medical plans are desigi^ to meet ihe 
costs oi catastroi^c or extraordinary medical ex- 
peitses. St^ {dans normally carry large benefit 
amounts ($25,000 to $50,000) per family mem- 
ber, and reimburse usually eighty permit of covered 
expend iK>t reiii4»in«l by a {dan or exce<^ 
ing a dedu^iWe aoKmnt Tyi^liy, tlK c(»t ti^ 
plans varies more with the deductible selected than 
with the masimum bme&t ^lecified. Bask hospital 
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plans also can be written to include provisic»i8 for 
major medical covera^. 

A coordination of benefit (COM.) clause 
shmikl be included in tealth care ptens becai^ 
such clauses tend to elimimte doulHe idmlmrse- 
n»nt ai beiKfits. 

All fuU-time employees shoiiki be eligible for 
partkii»tkMi in tl» n^li^ care pri^ram m ibs 
time of employmenL In order to avoid selectkn 
against the insurance c(»npany, eligit»% for ^ 
ndhnent is limited spedfically to the first mraith 
Of two <rf employment, with an open enndhnent 
pericJ heM annnally. Although most institutkMis 
pay for employee covers^ only, the trend is to 
{^y a part <tf the fiiU cost <tf dependent cov^age 
also. 

Inficx>ducti<» c$ n^ikare has h^ieas^ teaUi 
pnMonkm resmirMs perscms ^ mty-^ ami 
over. Condderation shmild be given to continuii^ 
the institutt<Hi-^KHisoied health care program hito 
retirement. Such covers should be avaibUe to 
tite retiree or spo:ise m an employee^y-al] basis 
as a diinhnum co^tment, with the institutkm 
paying for all or a portion of the coverage if finan- 
cially feasibte. Iistituti<»»l paymatt of the mecB- 
care fsjt B premiums also can be considered im* 
pcMtant fifffliKial assistant f<»- the retiree. Of 
Gour^ such assfetfance must coincide with tte 
l^^losophy of the institutkm. 

Eflkient claims hamUu^ a e^tsal to l^aUi 
care programs, as proion^d processing can be a 
scNuce ai amwyance to (be ctehmmt and 
tutkni. Procedures nnm be ^telHid^ to expedite 
claims haixllii^ am! to «mmd 
Short-Term Disability Iraxme 

Most colteges and universities provide salary 
continuatioh prt^grams with ^diedutes oi baited 
duraticm. Ttese programs freq^tiy i»ov&te foD 
salary for a certain period, tl» dunitimi <d wdikb 
usually depends on length of serv^. F(» exami^ 
an empkq^ may a^unmtete one day (rf s^ leave 
per m<»di of Krvin. 

One drawback to tfan type of |^ is that tlM 
employee may feel he has **eamed** the swk pay 
and tl^fore is entity to It upcm termmaticHi 
retirenunt; luwever, nK»t institutiaiis 60 n<H rec- 
ognize "earned" sick pay for this purp(»e, and tlK 
comfit]^ of the benefit should be fiated in a 
handbooL 



Short-term disability plans sometimes are fai* 
sured (acdctent and ^knus instirance), but man 
frequently are self-insured, that is, paki out <A cur- 
rent funds. 

Long'Term DisMty Inamw 

Although most penods (tf disal»fity aie <tf short 
durttkHi, disabilities of duratkm may pro- 
sent a virtually Irapetess finai^ dtuatkm. Protec- 
tk» again^ kiqg^enn d^aUfittes sfaouki, aft» a 
suitaWe waiting period, provide adequate benefits 
to at 1^ 1^ sixty-five. In ^&icm, c(»mibutkms 
to the retiiement plan shouU be continued durii^ 
perkxi oi di^lHUty in <mkr that \aeaiat will be 
a d equa te upon rctiremenL Hw plan ahmiM Inrfw^. 
a n^tlMd ctf »ljt»tii^ c&^^lity immie to nttet 
rising livii^ a»ts and standards. An institution 
abo may conskier <x>ntributii% toward the disabled 
employee's health wA fife insurance coverage. 

In estald^iing (fi^l^lity {dais « reviai^ exist- 
ing tmn, condderatkm nmst be given to benefits 
from other instituticHi-qxmsored programs and 
fnan government programs, such as sodal s^urity 
ami veterans' twists. 

DisaWhty pn^rams are olten part of retirement 
plans. Other disability pfx)grams are iittured, ami 
some are ^-insured and admini^ered. The qje- 
terms a d^jUity |^ dKmki be stat»i 
fonnally so that employees may learn exactly wirat 
is available hi case of disabOity. 

Lije Insunmce 

IMs msurai^ programs availabte at odl^es 
and univer^tKs i^ialfy csm^ d teim innmura 
rather than types of cover^e that accumulate cash 
reserve, insurance is written m a paap Y^ah 
and is is^i^ without nodical examfaiatkai, 
vk^ a minhnum percentege iA tlte gmq) partici- 
I»tes In the plan. In establishing a new life 
insurance plan, ot in reviewing an exi^iqg plan, 
omskteraticm shmiki be ^ven to sikIi faeusts as 
ctesKs <tf per^miMl to be included, ^ gnnij^ngs, 
waitii^ period asKNmte d insunuMe, diubig 
premium costs, and ^ntinaing insurance after re- 
tirement. Life iimirance pl^ shoukl ii^hKle aO 
I^rmaiMnt, full-tin^ emf^t^e^ dtl^ as a mx^ 
group or in elected dassificatkms. ParticipatkMi 
sh(»tkl be availabte at tl» thse d anq^qn^nt os 
after a reastmable waitn^ period. 

AiWHuts of insurant may be c^rmined in 
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various ways. One n^dwd is to provkte tim em- 
ployee, regardless of age, with insurance ci a fixed 
aflKNim (H* ctf a stated multiple of the salary 
or w^. Premiums usually ii^rease with age in 
this case. Another method is to hold the pmnium 
constant but to decrea% the iniwranw as the age 
(tf ttK individual iKreases. Partidpams fr^t^uly 
are permitted to etect, at tl^ own expense, ackii- 
ttmial imurai^ above that {wovkl^ in tl^ l»ste 
scheduks. 

(M»r benefit yartences provkte surviw life 
im»iranoe tet^fits' thfU nxne iteariy fit faHiivyiial 
needs. Thb program tyi^cally {mnr^ a ctepen- 
dent ^XNisc and/ctf chiklren widi a nKmtMy iaaaoB 
in Iku of hmip-sum di^lmtkjn. lids l^»fit k a 
per^ta^ of nKMithly eamii^ i»yabte to Uie 
spou!% unUl death, ranarris^, or a given age^ 
such as sixty-five, with chikben's benefits usually 
continued untU the younger chikl reach^ a given 
t^, sitth as twenty-three. 

As the emptoy^ appnmcbes retirem^ a^ the 
need for high finaiKial pn^^km usualty is re- 
di^ ami tlM emfriTAsts oi pn^ectkm mNmaOy 
shifts f n»n the grmq) life imurai^ [Man to 
retirement and death benefits available from a 
retirement {^an. Group life insurm^ can provicte 
the protectkm lotted onpk^^ durii^ l^h- 
expense years at a reascm^^ c(»t It s^m to 
make Uttle »nse to provkte a substantial amount 
at tl^ ^ath of an imlivkhial who has no 
«^>et^nt8. 

The cost (rf Me ii^truKe {dans may be diared 
by the institutwn and the partic^ants, or it may 
be assum d in fuD by the in^itutkm. If group life 
insuraiKe is term hisuraiKe, »}vera§e ^as^ a 
siKm tinK after tl^ itmired monber teaves ths 
ffl^tutkm. The empk^ lunalfy has ti» rigitt to 
convert this insurance to a permaj^t, indivkfaial 
pcrficy ^tbout n^dkal examhiatkMi durii^ a 
(tes^^tated period aiK] at tte premium rate »tab- 
hshed, based chi age at the time of cOTverskm. Some 
iistituti(ms provkte contintKd life inuiran^ pro- 
tectkm after retirei^nt, frequently at a snl^an- 
tmlly reduced level. The cf/st (rf this extended cov- 
erage is relatively high in terms of bei^ ddlars. 

The amount of group life insurance t^»cally 
(k^ KM reprint an if^t^kiaTs entire ii»uai^ 
{xntfolk), but ratl^r an important t»se tlm may 
be sui^temented j^rsonal piu^nu. 



Acddemei D^ah Insunawe 

Many a>ii^es and universitk^ oSei ai^idental 
(teiufa aiKl dism^bermoit ii»ttrance (AD^), 
whidi pays ^Kcified hidCTmity amoimts if the indi- 
vMual dies as tlM re»ilt of an M^tent (V if he «»- 
ttins tte aocktemal toss sight j^rts of the 
body. AhlKNigh many instituti(ms have AD&D 
provisions in tteir life insurance plans, there is 
dai^r <^ miskading tte m^rfqy^ to iu«niu that 
his farairai^ pnMe^cm is grater than it is. An 
empkayer is respn»it^ fc^ imiking suk Oat 1h& 
fiill amomt of group life ii^iraiKe is i»ki for 
death from sickness as well as accident. 

RetirenmuPUm 

Ihs retiren^ {dan is ba^ to tl^ beiKfite pro- 
gram ami, of all benefit plans, usually repres^te 
the lai^gest singte financsal a»mnitn^t In deter- 
minh^ tl» «t^u^ oS. a retiren^ i^an, cas^dr 
eratkm must be ^v«i to «^ fitttc»rs as: 

t. Classy (^i^rsoni^ to be ii^wted. 

2. Ammmt (rf retiranott iittcmK to 1m [Hovk^ 

3. Waitii^ perk)d& 

4. R^iememageaiul/(»la^{tf serv^. 

5. Aven^ a^ oiqrioye^ ami migkymstA 
tuntover. 

6. Vesting, or ownersh^ of retirement bejKflts. 

7. Sharir^ol costs. 

Retirement plans gei^rally were designed to 
im>vkte etsB^ses widi 'vMocmt \n »klitl(m to 
social security after retirei&mt fxom the imtitutkm 
under whose pn^ram the i^yments were matte. 
Retirement plans fumted under TIAA-CREF are 
the m(»t cfmmMm ex^iMk^n to iM& pr^ke, as 
they provkte for tramler (or {Kstabil^) cS. bow- 
fits htm histiartkm to k^toitk». R^irenwnt i^ans 
freqi^ntly provkte different t)«wfits ami m^ns 
ftinding for various personnel gnHi$», such as 
^ilty and t^nteal, c^teal, ami ^rvtee mS. 
Such differeiues shtnUd be based as much as pos- 
sible 00 the diiferent needs of the^ groups. 

Requirements for Participation. Many retire- 
ment plans require a waiting pedod before tech- 
nical, clerical, and service staff are eHgiWe (or are 
required to partteipate), white fAasa for monbers 
oi tlM fi^ty a^ admiiUstr^ve <^cers ficquemly 
require relatively short wahing periods. The wait- 
ing period may be tms^ cm age, tength of service, 
or a co mhh iatk w i tl»r^. Tbw i^ however, a 
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trend tcwurd shortcnii^ or eUminating ti^ waiting 
perkKi fw inmfaculty enipioy^. 

I^rtkifmtion in tl^ retirc^nt dumU be 
mawfaitOTy durh^ the major portion of an em- 
ployee's workii^ yean. This n^uis tluU ohi^hiI- 
sory imrtid{^ti<»i slKMild occur i^ar age <tf 
thirty or thirty*five. CfHisi(teraticsi can be giwn to 
immediate particij^ticm for a mw eoq^yee wIk) 
already has a retiren^nt contra^ such as TIAA- 
CREF, assuming that tte employh^ mstitutkm is 
willing to cratribute to si^ a contract 

AKhoitgh partidfrnticm may be macte i^^^ 
for those in servfce at ti^ time a new plan is imple- 
mented, it is better for enq^^ as wdl as tte 
institutim if ;^rtici{^tkm is ^tUred imn^diatdy. 
PrkM* service cre<Ht for {wticqmms can be pxo- 
vkted wl^n a new jdan is ii^a^d, hmed (m age, 
tei oth oi servto, or a onnbinatiim tl^r^. 

Arrai^ements for noting the cost ct retirem^ 
fism vary widely amcmg intfttutkms. Tl» &m 
may be divided between the in^itiitk» ami jmrtid- 
pants or it may be assun^ by tte institution. 

Age Oi Retirement. RetirenKnt plai^ diould 
spe^ an a^ for retiranent Early retiren^t h 
often to the mutual advanta^ d bc^ the institu- 
timi ami the indivkhiaL Arrangen^nts for mly 
retimnent stouM be conskter^ carefully ^oord- 
ing to imlividual circumstances. Ihoviskms may be 
made for extensicm of service in imiividual rases 
at the option of the in^tution. Unless omtivdted, 
however, extensions may become the rule rather 
than the exception. Therefore, extensicms slmtld 
be m^ for renewable f^rkxb of year, mA^M 
to a{^roval crften by govemii^ bc^rd, whidi 
slu)ukl indicate clearly that extei^cw are 
automata and that retiren^ is mrt prntptmed 
imte&iitely, but will occur on a certain date. 

Integration with Sxlal Secimty. Tt^ sul^antial 
hKreases in social security ben^ts ami ^>wrage, 
as well as onnmitn^t to adju^ t^nefite to changes 
in the cost d Uvfa^ make it ^sential that social 
sMority bei^fits be consictered an integral part of 
retirement friannmg ami ftimling. An appropriate 
plan mu^ n^t whatever criteria of bei^fits »kI 
cost have b^n establisl^ omsktering institu- 
tk»ml soui^ ami social purity. Freqi^i^, 
higl^r oontritHitkms are maife on salary above the 
social security t^se thmi cm the salary sub^ to 
sodal security ta:^ This arrai^n^ temfe to 



provkte hi|jier-paid partici{mnts with retirement 
benefltt ymilar to thc^ avaUi^ to k>wer^iakl 
|Mutici{^ts wl^ related to sahry. 

Level of Reiire^nt Be^fits. Ute levd (rf retire- 
nmit iiMNDe to be provicfed dicniU be <kck^ by 
if«ititti(Mml poiky ami idirafal be revfewed peri- 
odteidly. Hie retiiem^ siKmki reflect 
cl»n^ in tte ^mipmis^icm d imr^pants. It 
9ho dKHiM i^ovkle ^tiUile arrai^ramits for par- 
tidfmnts to cMtrilnite wten teaves ct ab^nce 
without salary are granted, so that the steiKiy ao- 
cumulatkm d benefits will not be interrupted. 

If the d>}ectives d ^ pten are to be realised 
for bcMh the eariy and the later years of retiren^nt, 
the retiranrat h»»M sboukl be pnrtected as much 
as possiMe against tte effects of inflatkm. One 
n^dKxi d adifevii^ tiife is thrm^ t»e of 
variable annuity contra Prenuum {Kiyments un- 
der si^ C(Mtn^ are invested in common stocks 
im the assumptiofl that the cost d living ami tte 
ykld fnm aMmm» inmtmento foUow am- 
ilar trends* Si^ retires^nt ccmtrads provkie 
periodk f^yn^nts to r^irees in amcmftts tfuu Us* 
toricaDy teve rented tl^ changing vahie d tte 
ckrilar^s purdmsh^ power. 

Ownership of Bemfits. Partici]^t8 usually ac- 
quire \^^g rl^tts at simK time during ^r tmn 
of empk^i^nt, dep^^lif^ cm ^^ricms cm^tkms 
such as Bgfi aml/c^ ntmiber d years d partidpa* 
tkm. "^Full vexing'' mrans that if a |»rttef|^ 
leaves tiK employer before retirement, he retains 
^ ri^t to all tte b^^ts j^ircl^ed by tte em- 
pk)yer*s ccmtrilHtticms as well as hb own* A par- 
tktf^t is tess ttan fuUy vested if tms mM met 
tt^ age ami/or lei^th-<rf-^rvice reqidren^ for 
full vesting. The retirement plan should not aOow 
a retirii^ or terminatii^ partUj^t to recdve a 
&^ settlen^t in Ifeu of a retir^nent aimtuty. Tte 
i^umulat^ fumis slnmld be kqM int^ to be used 
sokly for their intemied pur{K>se, that is, to pro- 
vide retirement or cfeath l^i^fits. Howe^« it 
m^ be (te^rat^ to {my out a SBall portkm d 
tlK ^cumulated fuiKls upcm retime; TIAA- 
CREF permits payment of up to ten percent at the 
option d tt^ retiree. ' 

Wl^ a retirawnt Is initi^ed, it is <kdr- 
abte to provkte for tliose wto have served tl^ insti- 
tutkm for mmy j^ars, \mt 9ibo wiH m^ meet tte 
y^rs-itf-servtee r^piiren^ bdore r^dus^ re- 
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tifeiiKnt age to schieve an actequate retirmieiit 
inoome, either itmfer the regular proviskMtt of th& 
new plan or thrmigh a ^Kclal program. The pur- 
dttse orctwunitiwnt for prior service is citen very 
costly. Therefbte, it stmietiiiies is m>t possiUe to 
achieve full coverage for prka servtee and thus 
insure that bei^fits are made available unifoniily 
toalL 

Scmie instituticHte adminfater the retireii^ 
completely, frmn investing the funds to sendii^ 
monthly payments to retire Normally the serv- 
ices of an actuarial ccmsultam arc ol^ained to 
adviK on i^^mqirbte fondii^ ctf tl» 

Exclusion Alkfwtmces. Intenial Revenm Servte 
regulations make h possiMe, un^ a formute, foe 
an employes to have his salary redi^ or to fc»fo 
an i^rea^ in salary in fetwn for tl» (Nircha^ by 
UK institu^ of a fully vested, nona^na^ 
annuity contract for Imn.* This <^rtk»i may prove 
hetitful to citkr ^ipkq^ees who are thus sMe to 
ffve up a pOTtkm of current h^Hne to buikl a 
greater retirement benefit and reduce their current 
tax liability. Other benefits such as group Ufe in- 
su ranee normally are determined the base salary 
ami not the "redioed" salary. 

Options, Retirement j^ans should provide a 
number of (^>tions for payii^ retirement benefits, 
so that the retiring participant can select a suitable 
annuity and provide for spouse or other bene- 
ficiary. The plan should not require final election 
ai tlte option prior to th: retirement date. 

Pre-Retirement Cmmteling. T1» transitkm from 
active to retired ^atu& can be traum^. Pre- 
retirement counseling ideally should begin ten 
years prior to retirement. At that time, one should 
con»der tl» nnplicatiiMis (rf retireoKnt — finaiKf^ 
legal, health, geographic, and bousing. 

^^^xhnateiy (me year prior to retiren^iit, in- 
dividual confereiK^ slKNild be IkM to ex|^ahi 
varkNis benefit t^p^om available untkr the retire- 
ment plan as weU as (fiqiodtifm of health and life 
insurance benefits. Hie fact tint there are inccmie 
tax implk»ticms also dicniid be mentk»^ so that 
the emptoyee may prcrf^iiHial «wn^ if 
necessary. The employer does not use these con- 
ferences to »lvise tte employee abcmt whkh ap- 
ticm to setect, but rather to pr^ou him with tlu 

'In 197.1 ttb- maximum amount permitted under IRS 



facts necessary to make a knowle<^able d^isioo. 
The pcRonnel departmem is usually re^xmslMe 
for pre-retiren^t counseling. 

TIAA-CRF.F 

Many educational fa^ftitfkms provide empby- 
ees with retiren^t, life iimiran^ met&al fasur- 
ancc, or a cmnbinatimi tba&d throt^ TIAA- 
CREF. There are many other eaapeaim that 
provide these services (»»npetently and efficbntly, 
but TIAA-CREF is mentkmed because of its pre- 
&Hninam% in providh^ the% ttrvkes for higher 
education. 

CREF provkles retirement berets based on 
common sto^k investments. TIAA provktes fixed- 
dollar retirement annuities. Subject to the provi- 
^(H» d an em^oyii^ ii^itotkm's TIAA-CREF 
retirement plan, participants may allocate thdr 
pr»dttm i^nKnts (ii^hKii*^ dK hi^ttttk»'8 
cfmtiitmtkms) b^weoi TIAA and CREF in any 
proportion, including fuU aDocati<m to eitl^r com- 
pany. The purpose d the TIAA-CR^ system is 
to proWtfe a r e t i reimait hntm^ laore r^ionsive 
to economic change than a fixed-dt^br annutty 
alone and less volatile than a varial^ animlty 
akme. 

Sodd Security 

Employees of most coU^^ and universities 
have been co^red by sc^al security ai^ 1954, 
^tlKN^ tlK puUte faisiitati(H» d a few ttates 
have etected not to partid(»te. Sodal security pro- 
vides significant benefits for retirement, disability, 
death, and medica] exposse. 

Workmeifs CompenmUon 

Workmen's compensation plans usually are 
highly regulated by hsdivfcfaial states. However, it 
benefits employers to take internal measures that 
reduce the cost of workmen's «mipemation. One 
of the most effective steps is estaWishmem of a 
safety committee whose r^ommendations are a^ 
cepted and fanpiemented, (Fmr a detailed treatment 
of this subject, refer to the chapter "Safety.**) Re- 
quirements of the Occupatkmal Safety aiui Hea^ 
Act make this almost mant^tory for covered em- 
ployees. To avoid misunderstam^^, employe 

s to be paid into a mircowot plan was twenty pereeot of 
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and ^pervisors must km>w tl^ proc^un: to follow 
in case of acck^t 

The cosi d wQskmai!'s ccmtpef^tkm plans is 
tem^ tl^ emph^r ami b relate to tlh! ctehns 
itKurred. Wofiunen's compensatkm irisuraiKe may 
be purchased frrai an insunuiK mnkt or a plan 
may be self-mbninteeml by tte asSkgs or univer- 
stty« ^Vhen insumm is imivbi^ed, tl» j^onium is 
based ou nkims ejq^eiki^ fSus tte co^ d admm- 
istratkm. ^l^h a seK-admiidstered fkn^ tte uni^> 
si ty makes claim payiKx^ directly to the gtfttnfftnt^ 

Vmmployimnt Campensatim 

The ""Empk^ment Seoirity Amcmfanents d 
1970,^ folkwcd by separate amemiments to e^ 
d the fifty ^ate em^yo^ sramty acts, ex- 
teml^ u^mf^jynmt omqyen^tkm ^>ver^ to 
institutkms erf higlier ^hMaims as d 'inuary 1^ 
1972« AltlK>ugh thte pn^ram varies frmn state to 
state, ti^ cost d ui^mploym^ ampemati^m b 
related to claims incurred. Thb cost can be mini- 
mL^ by estaMishing ami {(^lowing ^ml persmn 
nel procedures, imrticuiariy dooinmiting reasins 
for termination ami estatdi^ng a proc^hire fcM- 
inter^iewii^ ail terminatii^ emjrioy^. Two areas 
requirii^ ^^^ial cim^terati«m ate an infonratuMi 
system that alkiws claim fcmns to be c<»ip^^ 
and returned on a timely tmsh ami an empto^i^nt 
procure that can offer reemployment to persons 
terminated within tl^ college or university. A sys- 
tem of requisitioning to fill all qien pc^tkms is 
implied in the latter proc^ure. 

Ind!R£ct Cost Programs 

Because swh tenefits as vacati<ms ami iKdklays 
usually are iiKiuded in tl^ 1»h1^ as jmrt sal* 
artes, they do not appear as a separate cost. How- 
ever, theie is a ^>st in terms of lost work tin^« 
which is a significant fwtor ni plannmg i9Wiidc^. 
Institutional pdici^ re^rding f^y for tin^ ikH 
worked influei^ recnUtn^t aiKl employee rela- 
tions. Tl^ roo^ common imlirect cost l^nefits are 
v^»tkH^ holidays, leaves d ab^i^, ami ^k 
leave* 

VocaUons 

This benefit usually is t nfluci^^ by pn^ti^ d 
oti^r instituttcms and crasmercial flnm m tl^ 



rcgkmal labor market. Vacati<Hi bemrfits for staff 
numbers iK)rmally arc related to tei^ d service. 
Often tltere are increa^ics in the lei^th of tte bei^ 
fit at the fifth, tenth, and twentteth years, but the 
practice varies wnJely. It is in^mtant^ howev^, 
to apply tl^ bem?fit ccwsistently for all staff mem- 
bers at an imttitistkm. 

Holidays 

There are both natioiml and state kgal hcdklays. 
Holktay practi^ vaiy wklely fmn state to rtate, 
and laws irf the applfcabie state should be reviewed 
before ^t^ tl^ practk^. Mai^ inslitutknis fk- 
ogni2e certain lef^ holklays ami add so-called 
"^dng hoSdaj^*" to tteir sdiedules in accoid- 
ance with tl» particular need d the cfpnization 
ami the desire d tl^ emptoyees. 

Leaves of Abseme 

Mc^ coUe^ and uidveruttes have a pn^tice 
reganfii^ kaves d abses^. Reascms for swh 
abscises may be f^r^mal t^^A^ cducatfew, preg* 
imncy, w militaiy or ^iM^^ical tea^. In mo^ 
installs, the salmy is w^seiKfed tmt ?^iKfits ami 
seniority omtinue durii^ tlK periml d the leave if 
the empk^ returns to vmk within a ^>ed^ 
time. Often there are comlitiim such that if tiK 
emfrfoyra smrks elsewl^re durii^ a leave, be is 
termmat^. (Veteran's rehire privileges af^ m 
c^^ d military ieaw*) i^egf»ncy leavM dmikS 
be ronskieml in light of the federal ^"Scx IM^rim- 
inatkm Guitfelii^*' Tte bo^t normally b 
grants with permis^m d tlK Apartment tead 
ami the i^rscmi^l dRxr, 

Sick Leave 

Insurance omipanies sponsor plam ttot prwkle 
pay for absences due to illness, and several states 
fmve statutory plans. Tl^se pUm dUn aie part d 
a romprehensive l^th inwrai^ prc^^m. How« 
ever, nmny mstitutic^ have wlf-in^it^ si^ 
leave, haxd on lef^h d service — tor exampk, 
one day for each month worked to a maxinnun of 
nii^ty days. A tiKHtnigh analysis of an organiz^lmi 
siK>ukl be mmk befcm? institutfa^ KK-in»red ar- 
rangements, and conditi<ms st^ as *lKMm ill- 
ness or ^d&nt only"* and *^ pay In lieu of 
unused ^k time*" stoukl be <teKrS^ dearfy. 
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Review of the Benefits Prck;ram 

Every institution should review i^ bei^tits pro- 
gram pcriodkally to (kterminc its cffcctivefK*^ and 
to adjust the program to changti^ amihicms. For 
nonfaculty employees, the uend is toward i»lustry- 
type benefits that usually are ^msidered comp^ 
sation, such as shift premium pay, holiday p&y^ 



jury duty supplementary pay, National Guard sup- 
plementary pay, and nmU aUowarc^ 

One meth«l erf maintaining an awarmess of the 
latest ^teveiopments is to subscribe to ot» <tf ^v- 
eral reports. Tf^re are also sewral c»gaiii2atic»» 
that haiKlk cmly cdlege ami imiversity insuraiM 
problems. 
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Labor Relations and Collective Bargaining 



IABOR RELATIONS rcfcTs to ttK? relatiOTship 
^ twccn the administration ol an ii^tuttcm 
(management) and oifianszed faculty and staff 
(empioyccfi) together with oi^^tzatitms to which 
faculty and stafT belong. Collective tmripuning, an 
important facet of labor relations, refers to i^go^ 
tiations between representatives of oi^nized em- 
ployees and the institution to determine such mat- 
ters as salaries and wages, hours, work rule», and 
working conditions. The relationship between the 
administration and any organize faculty or stalT 
is critical not only to negotiations of a labor-man* 
agement contract but also to the eflkkiKy of 
the institution, demands made (m the time and 
energy of key administrators, and prospects of 
work disruption. 

This discussion of labor rciaticms and collective 
bargaining includes the following: 
!. Labor Legislation 

2. The Bargaining Unit and the Institution 

3. Negotiating the Contract 

4. Administering the Contract 

L^ROR Legislation 

Of utmost importance to the administration's 
relationship with faculty and staff is tl^ nature 
and extent of labor relations legislation, which 
establishes the right of employees to organize and 

represented exclusively by organisations 
for the purpo^ of collective bai^gaining. Private 
and public institutions are not covered by the same 
laws, but in states having enabling legislation, the 
expansion of unionization among personnel of 
public institutions has been greater than in states 
without such legislation. 

Private institutions, except those with operating 
revenues of less than $1 million, are subject to 
the National Labor Relations Act (1935) as 
amended by the Taft-Hartley Act ( 1947) and the 



Landrum-Grifnn Act (1959); thus their labor 
i^elaticms will involw tte Nati<mal Labor Rela- 
tkms BoBTii or <me ctf its r^^cmal qS&^. Public 
imtituti<H!s in many states are subject to scmie- 
what nmilv state statutes. State law3^ however, 
vary from each other and tmm federal laws both 
»it»tanti>^ly mid prooe<1uralfy« Fc^ example, fore- 
men, stipervisors, and tnanagerial personnel in 
private insUtuticHis are net prcM^t^ the Na- 
tional LatK>r Relations Act as amended, but some 
states have grants tl^ tl^ right to taigain col* 
lectively m die same l^isis as the rank and file, 
iMit in sei^rate units. (Ti^ Board has criteria to 
determine who is a supervisor.) Private institu- 
tions should familiarize ttmnselves with the Act 
and publk institutiras should know tl^ state 
labor laws — prior to evidei^ d organization. 

In states with m) ^licable laws, sotic institu- 
tions have granted union recognition, resuldog in 
formalized ccdlecti\^ tmi^nit^ or less fonnal 
"meet and ^»ifer^ discus^ons of swh matters as 
workii^ coiKlitions, salaries, and l»iK<its. Deci- 
si(ms to enter into ^h forms oi labor-man^e- 
tnSnt rel^ons should have the ^approval of the 
governing board. 

Illegal Practices 

The National Lator Relations Act ai^ most 
state lal^r relations laws set restrtoticHis on em* 
pk^yei^ ami unions ^ that employees' rights are 
pr%%t^ted. Violations of ti^se restrktions com- 
prise ''unfair latw practices " For example, any 
^rson acting as an agent erf an employer, directly 
or indirectly (not only administrative peiwnnel, 
but any i^rsc^ acting in a supervisory rapacity, 
to the k>wcst suf^rvisor level) may !K>t l(^Ily: 

1. Threaten employees with loss of jobs or 
b. ^^fit'^ if tl^y join a union, or prcnnise ben- 
efits if they 6o not j<Mn a union. 
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2. Threaten to disrantinue an of^ration or (b> 
partment if a unkm is organize by tiKse 
employees. 

3. Qt^stic^ employees about their union ^iv- 
ities or memt^rship uiKfer conditiims that 
teiKl to restrain or coerce eii4)k^^ in tteir 
free cIk)^. 

4. Spy <Hi unicHi gatl^rings or give the impres- 
skHi of surveiilance of such activities. 

5. Grant wage imrrcases or other benefits de- 
lil^rately timed to ckfeat self-oi^niiation 
amcmg employees. 

6. Take an active part in organizing a union 
or committee to represent employees or 
Imng pressure on employees to join a **coni- 
pany union.*^ 

7. Show favoritism to oi^ of two or more 
unions competing to represent employees. 

8. Take an active part in or foster an action 
initiated by institutional empl<^ees to de- 
certify a union. 

Many management activities coi^eming unicms 
are permitted by the Act, however. Prior to se- 
lection of a union, management may: 

1. Continue all operations and iK)licies in a 
normal manner and insist that no organiz- 
ing activities be carried on during working 
hours. (However, employees may discuss 
unionization during od-duty pericnls. ) 

2. Withhold or express its views concerning 
unions and collective bargaining as long as 
the message does not contain a threat of 
reprisal or promise of t^nefits. 

3. Explain advantages or disadvantages of be- 
longing .to a unk)n. 

4. Discuss employee N^nefits and compensation 
plans and compare them with th^sc enjoyed 
at other institutions. 

5. Explain economic facts on which the insti- 
tutional budget is developed and a^sources 
allocated. 

6. Explain representation election procedures 
for determining the union s right to represent 
employees. 

7. Urge employees to vote in the election l«- 
cause ti^ majority of those voting diter- 
mine the outcome, which is binding on every 
employee in the proposed unit. 
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8. Point out that emptoyees amy vote for or 
^inst the union even tlKHigh they may 
imw signed a memberdup card (or did not 
sign oi^). 

9. Correct false or omfu^ng statements made 
by unk>n CHiganizers or cMters con^ming 
institutional or related matters. 

Labor or^nizaUons a^ are forbidden under 
the National Labor RelatiiHis Act and tl^ labor 
relations laws oi scnM stat^ to e^g^e in prac- 
tkes deigned to retrain or coeice employees in 
the exercise of their rights "io join or assist a 
labor organization or to refrain from so doing.** 
For example, unions may not: 

1. Tell employees they will to^ their jobs un- 
less they supiKjrt tl^ union's activities. 

2. Cause or attempt to cause an employer to 
engage in discrimination against an em|Mo^ 
in any way that temte to encourage or dis- 
a)urage union membership. 

3. Make an agreement that requi^s an em- 
ployer to hire only members of the union 
or per^ns ''sati^actory** to the union — a 
closed shop. (However^ a re«iuirement that 
employees broome members within a sped- 
fied time after they are hired Ls legal in most 
states — a union shop.) 

4. Picket in numbers such that nonstriking em- 
ployees arc physically barred frcmi entering 
grounds or buildings 

5. Thn:aten bodily injury to non^riking em- 
ployees or omunit acts of force or violence 
on the picket line. 

"6. Hngagif in secondary boycotts or jurisdic- 
tional strikes. 

The Bargaining Unit and the Institution 

The tmrgatning unit is the specific grr^ip of 
employees tte union seeks to represent for the 
purposes of collective baigainmg and the resolu- 
tion of grievances. Usually the union files a peti* 
tion describing the unit with the appropriate lalK^r 
relations agency at the state level. In most tn- 
stanccs« labor relations laws provide for such agen- 
cies to determine appropr^te units on a case*by- 
case basis a(»)rding to legislative intent or ad- 
ministrative guidelines. Cte^asionally parties will 
agree mutually on the unit cfefinition which, If 



82 



84 



legal may be :^>provcd by the appic^riatc state 
or federal admini^itrativc agciKy — for c\ampie« 
the National Labor ReiaticMis Board, i he agemy 
also ivsoives disputes over incIuMon or exclu&ion 
of partieutar groups of employees. 

Examptes bargaining units tdenttfied by i^>es 
oi staff or fju:ulty entering into conventional col- 
lective bargaining are: 

Maintenance, custodial grounds, and f<K>d ^rv- 
ice employees 

Ckricai and secretarial personnel 

Security persom^l 

Foremen and supervisors 

Middle management persoiu^l 

Teaching and research assistants 

Interns and residents (in n^Kiicai schools and 
hospitals) 

r-'culties (separate bargaining units for law 
schools) 

Doctors* dentists* nurses^ and pkirmacists 
Librarians (professionals and paraprofessionals) 
Radio and television technicians 
If the union and the employer arc unable to 
agree on the unit* or the unit agreed on is not 
acceptable to the agency having jurisdiction, the 
agency conducts a hearing to examine the facts 
and arguments before making a decision binding 
on all parties. The criteria umkr state laws for 
examining thcve facts sometimes vary significantly 
from those of the National Labor Relations Act. 
The following arc examples of tfw more frequently 
accepted criteria: 

!. The extent of community of interest ^raong 
employees — similarity of skills* working 
conditions. suf^*rvision* and/or uniform per- 
sonnci policies such as wage and salary bA- 
ministration and employee tH:nefits. 

2. The history of collective bargaining at the 
institution* if any. 

3. The desires of the employees. 

4. The geographical separation of employees 
and the organizational structure of the 
institution. 

5. The effect of the proposed unit on efficiency 
of the institution. 

6. The nature of the work performed. (Secu- 
rity personnel such as jxilice and guards are 

So 

ERLC 



2:9 



required to be excluded frcmi any other 
group. Under the National Labor Relations 
Act* professk>nal and mmprofessional em* 
ployees are not included in the same group 
unless the pntfe^nals vote in favor of swh 
grou{^i^) 

Supervisory and nonsupervisory employees are 
not comUned in a &ngle unit, aHlKHigh different 
of opini(^ may devel^ as to whether certain per- 
sons haw sufficient supervisoiy re^nsibilities to 
ji^tfy their exclusion — for example* ctepartment 
chainron elected by tfH! f&ndty and who serve on 
a rotating tm^s. Under tl^ National Labor Rela- 
tions Act* supervisors are excluded from provi- 
sions of the law ami tlwreforc may not be in any 
unit certified by tt^ National Labor Relations 
Board at a private institution. However, many 
state laws permit foremen or suf^rvisors to have 
separate units. Son^ institutions have given infor- 
mal nxognitton to superviswy units, although they 
are not legaUy require to (k) so. 

College and uni%«reity administrators should 
not underestimate the importance (A determina- 
tions regarding t^rgaining units. The size and 
composition of si^h units will influence the wt- 
come of rcpre^ntatk>n electicms, the nature of 
proposals requested by the unk>n at the bai^in- 
ing table, the efficiency of q^emtions, and the 
added demands on time and enei|:y. It is often 
easier for unions to recruit a majority in a small 
unit than in a lai^e one. When there are several 
units or empk)yees represented by different unions 
at an Institution, strong competition among the 
unions seeking to negotiate the most favorable 
contrgqt often resuhs in a multiplicity of proposals 
and problems not otherwise expected. Some insti- 
tutions have many units, alttough the majority of 
institutions with collective bargaining agreements 
have fK) more than two or three units, and often 
only one. 

Imtituthmal Policy Decisions 

Good managen<ent requires that institutions 
adopt, change, and implement personnel policies 
on a continuous basis and solicit 'okas from and 
communicate with staff and faculty. Once union 
membership cards are circulated or union meet- 
ings are organized, t}^ administraticm often is 
restricted in its actions, depending on statutory 
provisions. 

8.^ 
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From the organiring step to administration of 
the agreenKsnt, optiom are available to the ad« 
ministration in each phase of the develc^n^nt of 
labor relations. I^isions on these optkins should 
£K:hieve specific purposes, based on an awareness 
of the probatHe consequei^ of alternative pr^ 
ositions. AmcH^ tt^ more fundamental decidims 
are these: 

1. What is tte mstitutioQ*s attitiKle Umaid 
lectiw bargaining with its emplc^ees? Fav- 
orable? Neutral? (^)posed? 

2. If the instituti<Hi ooes ncrt consicfer unkmiu- 
tion (tesirable, at what stage will steps be 
taken to minimis tl^ prosp<^? 

3. Is the attitucte toward union activities the 
^me for faculty members as for cu$t<x£al 
and maintenance persom^I? 

4. Does it matter whether tte vai^nis emptoyra 
groups choose to be represented by several 
diffeivnt unlcms in separate bargaining units 
rather than in oi^ overall unit? 

5. Are there matters that the administration 
believes should be exclusively management's 
right to decide? Or is it willing to ne^iate 
on any issue? 

The trustees and senior administrators of some 
institutions have chosen to maintain a iwutral 
position and have publicly acknowledged that the 
decision for or against unionization was a choice 
to made solely by the affected employees. In 
other instances institutions have seemed to favor 
selection of one unkMi over another, which may 
be illegal or improper. In other cases, aggressive 
efforts tikve been succesrful in discouraging union- 
ization. Institutional policies may vary with the 
type of employees beii^ organized, such as fa- 
ulty, security personnel, maintenance workers, 
and custodians, but the policies should be weiglied 
carefully sin« they have implk:ati<His for the 
future. 

Once the decision is made, implementaK'^n must 
be consistent with relevant laws, if any, concern- 
ing the employer's conduct and that of tl^ union 
during i>c peri<xJ of nrcruitment of members. 
First-line supervisors may questioned by their 
employees about the institution's {K>sitfon on col- 
ic :tive bargaining, the union's campa^n commit- 
ments, the peer pressures l^ing excrt<^, the laws 
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governing tte representation election, and tte 
bemfite and disadvanti^ erf union memberdiip. 
To avcnd misundentaiKiing ami [k^Mc chaiprs 
of uitfair labor prices, si^h questi<His should 
ant^pated ami written replies devck>ped for use 
by m suf^rvisory per»miel. In some ca^s it may 
be adviffible to refer questi<»is to a ctesignated 
person who is knowl^grable in labor law. 

Determimtian of Employee interest 
in Collective Bm^mrdf^ 

When there is a qwsticm erf emfitoyee desire for 
union representati<Mi, the Naticmal Labor Rela- 
ti<»» Board, or its emmterpart ^blished by state 
statute, normally a»Klucts a seci^ tmUot elec- 
tion. Prior to the election, voter eligibilfty must 
be ctetermined. ¥ot example, shemld part-time em- 
ployees be included? C^her decisions concern the 
date aiKl hours tlw polls will be o^n, number and 
kK^ation of voting places, eksignaticm of institu- 
tion and umotk (^>servers, ami other pro^ural 
matters. 

Federal repre^ntation elections normally arc 
not held in response to a unksn j^tition for certi- 
fkration as ihz exchisive representative unless tl^ 
union first has evidence erf support by at least 
thirty percent of the employees involved. Proof 
of support for a union is furnish^ to the admin* 
istratlve agefu:y, iK>t to the histitution, and may 
be in the form of membership cards, dues ckduc- 
tion authoriz^ions (check-off form), or signed 
I^titH)ns desiignatmg the oipiniration as the em- 
ployees' bargaining repre^ntati\^. 

The emplc^er, however, may and sometfanes 
d<K:s voluntarily recognize the union as the bar- 
gaining a^t without an etection, \mi except under 
unusual circumstai^s, it is wi^r to require the 
potential membership to vote. Also, the adminis- 
trative agency may order an employer tixog- 
fim a union based only on evi<tence of majority 
inteiest if tte ^ncy finds that the employer's 
unfair labor practices have made a froe-clK>ice ex- 
pressfon by employe*^ in an electicm impossible. 
The advantage of having an administrative agency 
conduct an election is particularly important if 
problems arise as a result erf the election, such as 
unfair presentation of issues, possibility of tam- 
pering with ball-ts, or Intimkiation of voters- 
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Employee Contfmmication 

InstttutkHis that have an established pattern of 
communication with employees and their families, 
regardless of union activity, have a distinct advan- 
tage over those that do fK>t. Institutions should 
not wait to communicate with employees until an 
(M^ganizing drive l^ins or when ne^tiaticms 
break down. Further, tl^ historical pattern of em- 
ployee communirattons is uniK>rtant to prove tf^ 
legitimacy of the institution's motives axul to avoid 
being charged with unfair ldtK)r prwtices. 

Negotiating the Contract 
Pre^Negotiations 

In preparing for negotiations, the administra- 
tion should e^blish a policy committee, decide 
who will serve on its i^gotiating team, who will 
be the spokesman, and what authority the |X>licy 
committee will have. Labor counsel should be 
retained. Each side has full responsibility for deter- 
mining who will lepresent its interest in negotia- 
tions. There are no restrictions on the comiH>sfti<^ 
of the committee or qualifications of its members, 
and selection of union or management repre- 
sentatives is not a bargainable issue. Someone 
on the bargaining team must be assigned the 
responsibility for taking notes, and each side must 
be responsible for its own note-taking. 

T^ie negotiating teams need not be numerically 
equal, although generally there are three to five 
persons on each side of the table. Larger rom- 
mittees may exist when the union or institution 
is inexperienced in collective bargaining, but lar- 
ger teams are generally less productive in negoti- 
ating sessions. Resource staff should be used dur- 
ing negotiations as needs arise. 

The spokesman for the institution usually co- 
ordinates the planning and preparation for the 
bargaining sessions, development of management's 
proposals and counterproiK>sals (together with 
supporting arguments), and determination of the 
strategy of the bargaining process. He also is the 
communicating link with senior administrators 
and trustees. 

Essential to efTcctive collective bargaining is 
the accumulation of extensive economu: and com- 
petitive personnel practices data. The data shoukl 
include current and proposed wage and salary 
rates, costs of each type of employee benefit, and 
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any proposed changes. Evaluation of contract pro- 
{H>sais shcHild include a test of their eifert m 
management's rights. It is axioomtk: that man- 
agement d^mld ^k to mountain maximum &xi- 
bility, sin^ almost every issue negotiated in od- 
kctive bargaining is de^gi^ directly or indire^y 
to limit such &xit»lity. Tl^ mstitutkm^s policy 
committee should cktenmne in advaiKe the n^o- 
tiator*s latitinie on issi^, which must be broad 
enough to t^gotiate tte be^ onstr^ pos^wie. 

Good Faith Bar^ning 

Th& National Labor Relaticms Act requires "^he 
performance of the mutual obligation of the em- 
ployer and the representative erf tt^ emptoyees 
to n^t at reasonable tin^s aiul to o^nfer in good 
faith with respect to wages, hours, and other terms 
and conditicms of empkjymenL^ It also provides 
fnr "the execution of a written contract incor- 
porating any agneen^nt reacl^ if requested bv 
cither party, but such obligation [to meet and 
confer in g<K>d faith] does not compel either 
party to agree to a prc^K>sal m require the mak- 
ing of a con^sion.*" Historically, the latter pro- 
vision has t^n subOTdinated to tl^ former. 

The National Labor RelaticMis Board has found 
employers unlawfully refusing to bargain in gcKxl 
faith when they have practiced dilatcny tactics; re- 
fused to m^t with ''outsidei^** serving on the union 
committee; effected changes in wages, employee 
t^nefits, or working conditicMis without prior dis- 
cussion with tfte union or without tl^ pa.ties 
having reacts an impasse in negotiations; or bar- 
gained with individuals in disregard of the union 
representatives. The Board and nK>st state agen- 
cies require the employer to furnish to the unions 
u{K3n request relevant financial, wage, or person- 
nel data considered necessary for effective baigain^ 
ing and the processing of grievances. However, 
an employer has constdembie latitude in gather- 
ing its information, which iStxs not have to be in 
the exact form request^ by the union. 

A union bargaining or striking to gain illegal 
demands, such as a clc^rd shop agreement against 
an institution covered by the National Labor Re- 
lations Act, is not bargaining in good faith. Other 
exampkrs of union improprietks arc inequitable 
representation of nonunion numbers employed 
in the baniatning unit for which the union is the 
exclusive prcsentative, requiring the employer 
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to favor union mcnib;rs over nonunion members 
(as in promotions )« ami coercion erf tlw em- 
ployer in sclectii^ its tei^gaining or grievance 
representati\^« 

The Unique Characteristics of Faulty 
Callective Bargaining 

A unique char^teristic of fruity collective 
bargaining in higher education results from the 
coiKcpt (rf ^demic govemaiKe ami tte nature 
erf fK)licy decisions in whkh faculty senates, coun* 
cils, or departmental or divisional ccnnmittees 
have paricipated. Many si^h subjects wcHild 
outside Che scope of industrial colk^ive bargain- 
ing. The dichotomous representaticHi of faculty 
interests by both unions and senates may thus 
need to be (ktcrmined by the Natkmal Labor Re- 
lations Board or state agei^ies. 

Although tiic overlai^ing is mutually i^^t- 
able, the National Labor Relations Board ami the 
courts ultimately may delineate the mandatory 
issues subject to faculty collective bai^aining at 
private institutions. Newrtheless, iKiministrators 
and many faculties are confronted with crtter dif- 
ficult dccislo! s concerning the residual roks of 
senates, councils, and committees. TJ» **separa- 
tion of powers" dilemma is confused further by 
the accepted labor relations theory that although 
certain matters are exclusively management's to 
decide, the effects of svtch decisions on the terms 
or other conditions uf employment arc bargain- 
able issues* 

hor the servk:e and supfK)rt staff, the more cot- 
ventional categorization of mandatory, permis- 
sible, and illegal bargainabJe issues, should |K>se 
few problems, except to the extent that the broader 
faculty bargaining concepts may become appii* 
cable to that group also. 

Impasse Prircedures: Mediation, 
Fact'Findinff, and Arbitration 

Lator-management disputes^ after questions of 
representation have been resolved, arc of two 
basic ty;^: 

I. Disputes over **rights** granted by an agrec- 
irent usuaUy concern the interpretation or 
application of provi^ons of a contract, sub- 
jMt to redretiA umler the grievan^ pro- 
cedure. (These disputes arc discussed in 
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the section **Grie\^nce and Arbitration 
^ Procedures.") 

2, **Interests'* disputes involve matters betng 
i^<^ted or renegotiated, and are an 
integral jmt of the coUecti\^ t^i^ning 
proce^ 

A negotiations impa^ occurs after many issues 
have been agreed upm or drc^yped as ''demands'" 
ami ti^ ji^rties Imve reacl^ a point past whkh 
further progress seems unlikely. 

Meditaion. At this pcHnt, the union and the 
institutiOT may a mecUator to fcm tl^ parties 
and help effect the basis for an a^ieement. Under 
the National Labc^ Relatims Act, tf^ i^rtics are 
required to ^vi^ the Federal Mediatkm and Con* 
ciliaticm Service (FMCS) ami any state or tocal 
dispute settlement agency that a dispute exists if 
no agr^ment has been reached within thirty days 
after giving noti« of the eml of a rontract. The 
FMCS staff tten usually OHmnunicatcs with the 
uniOT and institution representatives but dc^ not 
become involved untess it ^ms evi(tent a strike 
may develop or the forties ^ntly invite partici- 
f^tiOT. In the publk ^mr federal law d<»s not 
apply, although some es have a compqrqble 
mediation servi<^. Even t}K>ugh tl^ Act is hc^ 
applicable to public institutions, the FMCS witt^ 
try to assist if lK>th the labor oiBamzatk)n and 
the institution request its services. 

As the word '^mediation*' sugg^s, the media- 
tor seeks a voluntary compromise or reconcilia- 
tion of the differences. He h&A m> authority to 
din^ a settlement, only to f^rsu^e and cajole. 
His broad experiem:e often can be helpful in sug- 
gesting alternative propositiiMis, oxi& or more' of 
which may be mutually acceptable. Also, the 
mediator sometimes can assume Uame wl^n face^ 
saving is a barrier to a settlen^nL 

As in otl^r phases of later relaticms and col- 
lective tmrgaining, there are effective as well as 
harmful methods of utilizing the n^iation proc- 
ess. The unton*s international representative, who 
is frequently at the bargaining table -listing tlw 
l<x»l union ommtttee, ma ^' highly exj^riemurd 
in utilizmg a mediator. He may know how to pro- 
ceed, especially if the institution spoki^an is also 
knowledgeable and umkrstands the subtleties of 
the action. 

Fact-Finding. In the public sector, where strikes 
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often are prohibited by law or court decisions, 
tl^re is a trend toward a statutory r^uta*nient 
that lltc parties enter into a fact-linding hearing — 
an infrequent procedure in the {Hivate srator ex- 
cept in certain emergency labor disputes covered 
by federal law. 

A f^t-finder or a pami ctf fact-fln^rs usually 
is expected to recommend tile Imds of a foir set- 
tlement after hearing and weighing tl^ evkki^. 
Although fact-finding may be productive, ^he proc- 
ess is tlme-ccmsuming and demanding, as d>jec- 
tive data and infcnnation must be gatl^red ami 
prefmred for introductkm through witness and 
arguments and rebuttal testimony must be con- 
sktered. Extreme care must be exercised in the 
selection of a f^-finder. 

Recommendati<His df fact-fimlers serve ^% a 
form of mediation in that usually there is no bind- 
ing advance commitment by either (mrty to adopt 
the recommendation Thus, tl^ process lacks 
finality, aikl may create further tensions if one 
I^rty accepts and the other rejects all or part ctf 
the proposed settlemenc. However, rejecticm of 
recommendations normally requires a position 
statement 

Arbitmtion of '* Interest" Issues, Essentially the 
same quasi-judicial pro^ss is involved in adviwry 
arbitration of '^interest*' disputes. Ttu; (tedsion is 
nGi binding, but may be found a^ptable for 
political, psycholpgicaK or economic reasons. 
Binding arbitration differs from fact-finding pri- 
marily in that a settlement is imj^sed on the 
parties, which tl^y accept as final and bimling. 
This process, in tl^ absence of enabling legisla- 
tton, often raises questions of the legality of such 
delegation of responsibilities when used by public 
auti»>rities. 

In the public ^tor, if f^-fiiKiing or arbitra- 
tion is expected, negotiations shcnild be adapted 
to the union*s probable raursc of acticHi. Skmie 
negotiators seldom reach an agreement before 
having exhaust^ all available mediation, fxt* 
finding, or arbitration forums. Other negotiators 
may hope to gain more from impasse prc^edures 
than they can achieve through collective bargain- 
ing; or the leadership of the labor organization 
may think tl^ recommendations of fact-finders or 
the decision of the art>itrator will aid them if there 
is dissension within the union, or if union officers 
face strong opposition in a forthcoming election. 



Strikes, S^ondaiy Bcyctms, 
and Jurisdictional Disfmtes 

Good management requires tlmt all institutions 
expami their emerge^ acticm {dans (which cer- 
ate during si^h disrupttcms as severe weatter, 
power failures, ami ric^) to antktpate lator (tis- 
putes that could result in strikes, slowdowns, 
mass ^-tns fcH* ^ki^ss, or {wketing by unkms 
involved in ^randary boy«3tts or jurisdictional 
ccHitroverstes. Private ii^tituttons may olnain re- 
lief through the negi<mal oSim ci Natimal 
Labor Relations Bc^rd ^inst seccmdary boy- 
cotts, jurisdicttonal strikes, and certain forms of 
I»cketii^ 

^h jHannmg ^KMild iiKhide expected reduc- 
ticMi m ^ff, difiiailt^ in d)^ning ^j^Ues 
and servi^ f^kets siting to keep nonstrikers 
from entering and teaving the in^tutkm, posdble 
violets or threats oi viotei^, and attention 
from the news media. Public institutions also 
shcMild expect involvement, directly or indifectly, 
1^ tl^ l^slators^ governor, and otl^r govenux^nt 
ofiidals. 

Durii^ strikes at j^blic institutions, tl^re are 
legal ^ions to consi<tered. In the case of sm- 
cmdary boyratts or jurisdicticmal di^nstes, fegal 
r^urse often is indicted. Scnne d the more con- 
ventional solutions are ccmipulsory arbitratitfo, 
prescribed fact-fxiKjmg proc^ui^ and injunc^ 
tions. Injunctive procedures may be the remedy 
for wiklcat strikes in violation of iKi-^ke agree- 
ments ^gi^ by private instituticms. 

Terms of Agreements 

The length cd tin^ the signed agreement will be 
in effect without further hai^nlng is an impor- 
tant con^(teratic ior tf^ mstitution, tmion, and 
employees. In the eariy years of ralk.iive t^r- 
gaining in industry, contn^ often were written 
for one year, after which issues were subject to 
renegotiation. Progressively the terms lengtl^i^ 
to two years, then three years or even k)^ger. In 
a majority of multiyear agreements, all provisions 
remain constant for the full term, ex^pt periiaps 
wages. Agreements usually make provision for 
additional wage or salary adjustments of negoti^^^ 
ated amounts to t^ccme effective at the beginning 
of tlK second and third years, or there may be 
a provision (mmitting renegotiation of wages CMily 
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(under a wage-reopcner clause) on the annivei^ 
sary date each year. However, there are techniques 
for ^Iminfaterii^ tite ccHUn^ during multiyear 
agreements, siK^h as tetters erf understanding, in 
which both sides agree to certain terms. Durii% 
perioib of wage and pria omtrds, unicms fre- 
quently seek shorter agreements so that they may 
t^tiatc more gemrous contracts if or when cot- 
trois are lifted 

Ttere are ^vant^s to multiy^r agreements. 
Unckr National Labor Relations Bcmid rules, ex- 
clusive rights <rf representation by an iiK;umlmt 
union canned be chaltenged 1^ anotl^ umm dur- 
ing tlte first three years <rf an agteen^nt This 
restriction minimizes prosp^ts of unrest ami 
disruption, which are sometimes by-prcKlucts of 
jurisdictional camfmigns by rival unkms, ami 
provides some stability and continuity to the labor- 
management relationship. (If it is an unsatisf%- 
tory relatioitehip, it also prolongs the dtssatirf^- 
tion, as L'lere can be no decertification election 
during the san>e period J The institution generally 
is free from furtf^r demands for two or three years 
even though wages may be iiKreased as indicated 
above. If the agreement provides for a predeter- 
miiKrd wage adjustment in the seamd and third 
years, there should be no further ncgotiaticms 
for the entire period. There are substantial 
vantages to the administration in not being con- 
fronted with annual, time-consuming arguments 
and threaS of strikes. 

I hcrc are exceptions to the argument favoring 
long-term contracts. For example, when negoti- 
ating a contract for the first time, mistakes in 
judgment and language (omissions, commissions, 
and"a/&biguiti« ) may occur, anU some pmvisions * 
of the contract may prove unsatisfactory. Such 
errors are extremely dillicult to a>rrect or negoti- 
ate out of the agreement. Few mistakes, except 
those in building design, have a greater life ex- 
pectancy, and K'causc of this son^ Institutions 
ckct to sign only a one-year agreement in the 
beginning. 

A second exception exists in the <msc of public 
institutions that do not have taxing authority but 
that are dependent on year-to-year legislative ap- 
propriations. Such institutions may not enjoy the 
same latitude on long-term agreements as do pri- 
vate institutions. However, some public institutions 
have negotiated multiyear agreements. 
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Barffiining with Multiple Entities 

Occasionally either or both parties may find it 
desiraUe to oMnbine with o^n. A^ociation-type 
Imrgaining exists wten there are two or more in- 
stitutf<Nis:council-ty{^ l^fgainhig exists wtnrn tl^re 
are two or mcH^ unions ami a sii^ emi^yer; 
there also can be multicempus bargainii^ in a uni- 
versity system. There are many complexities, im- 
pl^tions, advantages, and risks involve in these 
combinations, but all f\tui some ^^tance. There 
is less cmipetiticm amcmg unkms when they are 
jointly partictpating in satiations, but there is 
difikulty in reaching mutually satisfactory ^ree- 
ments for sev^l institutions or even several 
campuses of system. Ck^ modified format that 
loi^ has had currency in mdustry is Uie ^master 
i^reement^ covering unifomily ti^ major ti^ks 
for all grouj^ suppfemented by appropriate ""local 
agreements'' that speak to nc&is of a particular 
aimpus or group of en^loye^ 

Administering the Contract 

After the agreement is typed (usually by the 
institution) and then reviewed by both parties, it 
is customary for it to be printed and a cc^ 
furnished to employees and supervisors at all 
levels. The reproduction cost of employees* cq>ies 
may be borne by the union, the in^tution, or both; 
this is a negotiable issue. It is important that the 
management staff be familiar with provisions of 
the agreement. Orientation Ks^ons to discuss new 
or changed policies may be imlieated. A single 
administrative ofi^r should f^rve as contract ad- 
ministrator or coordinator. The terms of the signed 
agreement, which arc enforceable either through 
the grievance-arbitration process or through tl^ 
courts, should not be taken casually. The unirm 
and the employer nay, of course, negotiate written 
dcviatirns frDm the contract or enter into letters 
of understanding to clarify specific issues. 

Placement of Collective 
Bargaining Resjwnsibility 

Collective bargaining may tl« responsiWIity 
of various oflfce*-. The extent of centralization or 
fragmentation of the fui^tion will vai^^, defend- 
ing on such factoR as experience and (x^mpetem^ 
of the sufT, awareness and appr^atim of the 
long-term consequences of dectsicMis reached, tlie^ . 
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si/e of the institution, its history of collective bar- 
gaining, and applicable feitoral ami state laws. 

Under labor relati<ms statutes, t)u? spokesman 
for either {^rty in cdlective t^rgaining must 
have authority to i^giMiate. Employers may be in 
violation of laws and guiity of unfair laixir pr%- 
tices if their representatives do not have auttority 
to negotiate, but only to issue {H^lky statements 
frcHU the empk^er. This does not mean tlK repre- 
sentative should have plenary authority, but the 
autimrity granted to tl^ i^gcrtiator is a fi^r in 
deciding whether tlw employer is acting In gc^ 
faith. 

Disregarding legal oWigations, suoressful i^o- 
tiations prc^bly require a senior administrator 
to serve as spokesman for the institution, Em- 
pfoyees wish to have their i^eds considered by 
senior management and they desire evidei^ of 
concern from this level. TIk institution's siH)kes- 
man shmiid have stature and be able to explain 
efl^tiveiy and convincingly tlK institution's prob- 
lems !n efT^t, he serves as spokesman for the 
president. He must well-informed ami willing 
to discuss a wicfe range of subjects in consickrabte 
detail with employees and their representatives 
during negotiations, grievaiKe meetings, and cas- 
ual cc^v^rsations. 

Thea* is m> single, best, or perfect oi^anization 
for the collective ban;aining function in a college 
or university, since personnel administration en- 
compasses diverse employee groups, such as fr- 
uity, administration, and staff. TliNe personnel fd- 
ministration function frequently is divided between 
two administrators, one of whom is responsible for 
faculty and X^oe. ior admini^tion as^l staff. 
However, the institution should ap{K)int one per- 
son to serve as spokesman for the purposes of col- 
lective bargaining, and that f^rson should: 

1. Establish, in colia^ratson with others, the 
philosophy and posture of the instituticm's 
relationships with labor or simitar profes- 
sional organizations representing, or seeking 
to a^prcsent, any group of ciiiipioyees for the 
purposes of crilective bargaining. 

2. Negotiate with l<Kal and international offi- 
cers of unions or other oi^ani^ations con- 
cerning such matters as wages, hours, work 
conditions, employee benefits, gricvamres, 
and draft contract language. 
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3. Provide advice to those resiK)nsit^ for res- 
olution erf gne^^i^s in ite early steps of 
tl^ grfevance procure, amdiKt grievaim 
apf^l l^arii^ ami render c^sions, ami 
plan and present tl% iimitutiini's rase in 
arbitration prcKH:edings or assist coun^l in 
doing so. 

4. Re$p<^ to unicm requests for exclu^ve 
recc^nhicNi as ter^ining t-^pf^ntative 
and represent or a^^ in representing 
the institution at Natkmal Labor Relations 
Board or state i^ercy l^arii^ am! pre- 
etectton conferei^^ 

5. Re^Hmd or assist omnsel in imfair lalK)r 
pr^ttce charge prooMdii^ 

6. Analyze and make ree<raimendat!ons con- 
cerning pn^K>s^ labor relati<His legislation 
that may dir^y or liKiirectl^' affect the m- 
stitutton ami keep abreast of significant 
trends in fe^ral and ^ate legislation, as well 
as court and af1>itration d^istom affectii^ 
employee relations. (Tl^ National Labor 
Relatkms &>ard i^i^ a weekly bulletin on 
current (^siof^) 

7. Be sensitive to {N^rsnnnel policies and super- 
visory ami manag<?rial practices that may 
contribute to employee tmrest and rcram- 
mend appropriate changes in policies and 
prices. 

8. Coordinate actions involving faculty ami staff 
unicm matters, dnain i^cessary legal ami 
other consultation, examine altemative<i, and 
recommend proper courses ot action. 

In smaller instituticms, the tnidget ami workload 
may not justify the full-time services of a spe- 
cial!^ in rallective bar^ning. Services lequin^ 
for representation elections, unfair labor pn^ice 
charges, aiul arbitratton pro^dings may ari^ 
only infrequently, if at all. Accordii^ly, these spe- 
cialized services can best be provided by lator 
relations consultants and lawyers Epecializing in 
labor law. Any comprehensi\^ laiwr ^nx*ment 
cont^iis a mechanism for reserving differemx:s in 
understamling cm* failure to comply with terms ot 
the agreen^nt. This mechanic is described in 
the agreemoiL 
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Grievance and Arbitratim Procedures 

The conventional gmvance proordure provides 
for intemai review of alleged violations by various 
levels of administration and often incliKles pit>- 
gressively higher levels in the labor organization, 
beginning with the steward at tl^ departn^nt level 
and ending with the International union a*presen- 
tative. Grievam^s should be untied at the lowest 
possibk tevel, and nwst are settled in the pre- 
arbitraticMi steps. 

Binding arbitration is often the final step in 
the grievamx procedure, the resuk of a decision 
following a quasi-judicial hearing before a mu- 
tral person or panel having no attachment to either 
the institution or lalwr organization. The griev- 
ances processed in arbitration should involve only 
"rights" derived from thi agreement, iwt **issues'' 
to amend or nKxlify the terms of the agreement. 
Issues are subject to negotiation and tl^ varicnis 
impasse procedures previously discussed. 

The arbitrator usually is chosen from a panel 
oi persons experiemxxl in labv/r-managenK?nt rela- 
tions previously approved (by unions, manage- 
ments, and other arbitrators) for referral by the 
American Arbitration Association, the Fi^deral 
Mediation and Conciliation Scr\ice. or the arW- 
tration panels of state dispute settlement a$^ncies. 

In arbitration hearings, the parties are given 
an opportunity to present testimony, evidence, 
and arguments, as well as to cross-examine oppo- 
sition Witnesses. Ordinarily the normal rules of 
evidence do not prevail at such a hearing, which 
tends toward informality rather thaa a rigid, ju- 
dicial proceeding. The arbitrator rules on who 
should pr<K:ecd first and who has the burden of 
proof. In complaints alleging drscrimination be- 
cause of nice, sex, religion, age, or union mem- 
bership Ixrfore administrative agencies, the bur- 
cten of proof theoretically is on the complainant. 

A record may be made of the prc^edings by 
a com reporter if eitlwr or both parties ctesire 
a transcript, which also is provided to the arbi- 
trator. If both parties wish a copy of the record, 
they usually share the cost; otherwise, the request- 
ing party pays the expense. The arbitrator's fee 
may be and usually is divided between the union 
and the institution. Some ccmtracts specify that 
;he fee h: paid by the party that loses the award. 
The most frequently arbitrated grievances are 

90 

9Z 



disctiritnary actions (reprimands, warnings, sus- 
f^nsionss or dischaiiges), which the emptoyce and 
union telieve wre mx for *'just cause." Other 
common issues relate to seniority provisions for 
promotions and transfers, overtime wori^ assign- 
ments, reductic»ts in foi^% and recalls. Since ev- 
ery portion <rf the agreement is subject to contro- 
versial interpretation or application, grievances 
in arbitration even may extend to holiday, sick 
leave, or vacaticm beiwfits, assignments of woi*, 
wage rates and job clas!yticatk>ns, saf^y, rules and 
regulations, and past pi^t^s. 

Faculty collective bai^gaining agreements may 
involve additional dis^tes related to faculty func- 
tions, such as approved skk leave or granting of 
personal leaves, credits for graduate courses ap- 
plied to horizontal increments of tl» index for 
salary sclmiule, extracurricular assignments ami 
compensation (a)aching, drama, cimcerts, iwws- 
paper, and yeartHX}k), summer teaching assign- 
ments, pay for cancelled classes, involuntary trans- 
fers among campuses, elimination of positions, and 
charges of discrimination. 

Not every complaint or grievamre unresolved at 
a lower level is arbitrable, 4k{:H:nding on the spe- 
cific language of the negotiated agreement. The 
issue of arbitrability itself is decided by the arbi- 
trator. The timcliiKTss of filing, appealing, or nr- 
sponding to grievances at various levels also is 
frequently an arbitrated ksx. 

Discluirffe and DLuiplinary Actions 

Discharge and disciplinary actions are an im- 
IX)rtant supervisory responsibility hxause of the 
effect on employee and supet^^isor morale, on pro- 
ductivity, and on the piHentiul complications that 
may follow a [X5orly hamlled case. Managerial 
decisions concerning discharge and discipline are 
subject not only to the Grievance and arbitratit^ 
terms of the agreement, but to investigation by 
federal and state equal enipkiyment opportunity 
enforcement offices wl^n racial, sex, religious, or 
age discrimination is allcg<Ki. In such cases an 
employee has recourse to both the grievance pro- 
cedure and the federal and state agencies involved 
in discrimination. Managerial decisions also may 
be subject to charges of unfair labor practices 
before labor relations ageiKks if discrimination 
for union activity is contended. 

There are many employee faults that motivate 
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management's dcciMcn to warn, a'primnnd, sus- 
pend, or discharge a f^twn. imrluding (fw wrv- 
ice and support staff) absenteeism* incom{x*tem:e 
or negligence Jnsubordination, theft or distH>nesty« 
falsifieaticHi of employment rvconJs« intoxkaticHi, 
sleeping on the job, and violation of posted niles. 
The action taken again^ the employee usually Is 
challenged by a union appearing i^fore an arbi- 
trator on such groumis as: tte employee was not 
guihy as chained; the penalty was too severe for 
the infraction; the empio>'ee was mn given a<te- 
quate instruction or oHinseiing; the foreman^s at- 
titude or condign was a contributing or mitigating 
factor; the rule or order was tM ai^iied to all 
employees equally or the f^nalties were fK)t meted 
out in a predictable and uniform manner; or the 
employee had long service with no previous in* 
fractions on his record. Most of tiKsc amount to 
rules of ^'procedural due pixjcess.*^ 

Faculty grievances processed through the vari- 
ous steps, including arbitration, have been differ- 
ent from those initiated by service and support 
staff, especially when the agreement excludes from 
third-party adjudicatic>n any action iKised on 
demic judgment, when tenure dectstons by peers 
are excluded, and In those situations in which 
much of the academic govematKe is by an insti- 
tutional entity such as a faculty senate rather 
than through the more adversary relationship 
established by many union agreements. However, 
issues of dw process frequently arise from refusal 
to reappoint, termination of appointment, and 
deaial of pn^motion; tlujse grievances therefore 
wn seriously -affect promotions ami tenure. Fac- 
ulty issues in arbitratiiMi may iiwlude Questions 
of timeliness and adequmry of academic and pro- 
fessional progress evaluations ami a>unseling or 
alleged arbitrary or discriminatory use of the pro- 
cedures. There is often frequent overlapping of 
academic judgment with contentions of pr<K:e- 
dural improprieties, which caufH?s uncertainty 
about the protection of caveats limiting the arbi- 
trator's authority or jurisdiction in dealing with 
refusals to reappoint or denials of promotion. 
These hazards arc evident in various arbitrators' 
decisions handed down after the academic year 
has ended — the eL^scd time from the original 
filing ot the grievance to the date the award is 
rendered may be nine months or longer. 



The SufHrvisiH-'s Role in Labor Relations 

The first*iine supervisor (department head, su- 
pervisor. foa*man. director, chairman) is the key 
to a successful labor-maiuigement rclationshtp. 
His knowledge erf the ccmtractual cMigations and 
responsibilities of all parties, his penional attitucks 
toward unions aiKl shop stewaixls or other uni<m 
officers, and the way 1^ (Hrrcelves his managerial 
{H>!ation omtribute substentialiy to tlte ckvek^ 
ment of the labor-managen^nt ••fHjrwnality'' of 
the institution. Su{^*rvisory errors may lead to ex- 
cessive grievances, costly arbitration, ami {Mssible 
^rikes. Su{K*rvisors require constructive training 
in both the letter ainl intent of tte terms of unicm 
agreements. They also need an understaodii^ <rf 
the extent ami limitation of the legal rights of 
union stewards, union business managers, and in- 
ternational union representatives, as well as in- 
struction in how to receive and rcspcmd to 
grievances. 

Many persotui in managerial positions find it 
difficult to adjust wt^m they are overruled on a 
discipiifH: or discharge action or in their applica- 
tion or interpretaticHi erf pen^i^i policies. TIk 
first year or two after, the introduction of collec- 
tive bargaining can be especially traumatic. The 
institution's senii^r administration should devote 
sfvciai and immedtute attention to helping super- 
visors recognize these changes and adjust to them. 

Employee Relaiiims ConMiltants 
and Labor Attorneys 

Invitations, including those with knowledge^ 
able and capable staff members, have turned to 
employee relations consultants and labor attor- 
neys for several reasons: 

1. To fill a gap in the technical comfKtence 
of the staff. 

2. To compensate for lack of experience in the 
face of new developments. 

3. To obtain independent, objective judgment 
and recommendations. 

4 To stimulate and bn^aden organizational 
viewptMnfs and thinking, 

5. To draw on the ccmsulfunt*s resource infor- 
matiiin about trends and prospects. 

6. To avoid enlarging the permanent staff. 

7. To obtain the part-time services of expen- 
sive talent that the institution could not 
afford on a full-time basis. 
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Qualified ccmsultants usually have an extcostve 
library of labor relations reference materials to 
ch reports nf the latetf cfevek^mients in labor 
relations are added continually. They prabably 
have a stnmg tmckgrouml in managenwnt ami 
uniiMi philosophies, strategies, and tKttcs, and are 
familiar with most ai^uments ami anintciai^u- 
ments associated with support of issues ami 
grfevan^s. 

<X si^al vali^ to many institutk>ns is the 
ability of an employee relations consultant to serve 
as the devifs advot^ be«ofe serious pr(4>lcms 
develop. This 's im»t valuable to institutions seek- 
iog to roinimiiO! the proi^ilities o{ swccssful 
union a^cruitment by occasional ""audits'* cd poli- 
cies or practices the professional union oi^anizer 
might be able to expldt. The consultant's services 
arc most usable on a continuing retainer arrange- 
ment whereby he is availabk by telepinme for 
idea testing, guidance, and review of prc^)osed 
revisions of policy statements and employee hand- 
b(K)ks. Employed on this basis, he is likely to be 
available when needed, to have a continuing in- 
terest in tlu! institution, and to be equipj^^ to 
anticipate and prevent problems. 

During actual negotiations, the consultant or 
attorney may serve either as the chief negotiator 
or as a resource person, depending on the exper- 
tise available at the institution. Wluznever possi- 
ble, it is better to have as tl^ spokesman a staff 
member who has intimate knowk'dge of the insti- 
tution's oj^ratins and who will administer the 
agreement. The consultant in this case con serve 
^ as an adviser. In tlK>se instam^s wl^n an attor- 
ney or consultant acts as ^kesman for an insti- 
tution first experiencii^ o^cctive bargaining, the 
role gradually should be transferred to an admin- 
istrator Nring developed for that purpose. 
or more of the labor relations subscripticm serv- 
ices will be invaluable for ti^ future administrator. 

Before considering the servkes erf an employee 
relations consultant or labor attorney, the institu- 
tion must decide what it expects to gain from the 
expert and who should tH;nefit from the services 
performed, beginning with the president ami vice 
presidents. Only then is the selection of the con- 
sultant apt to \x rewarding and satisfactory to 
everyone concerned. 

In addition to the consultant's comiK:tencc in 
the appropriate fields, inquiry should be made erf 
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other instituticms ccHicermng the quality of the 
relatiom^p between omsultant ami client, his 
idrility to assist with tl^ prdriems, and his avail- 
airility in l^lpii^ to impten^ r^ommemiatioite, 
if necessary. Moreover, ox shmiU know whether 
tiw omsulting wcu'k will ha as^gi^ to a per^ 
in tl^ firm otter than the cme mth whom the 
subject was diKUSsnL 

Summary 

To anticipate future -ttevek^nmnts in tte ftekl 
of labor rolatims ami oril^ve bargaining, tte 
president first must ktentify his institution's posi- 
tion in relation to current trends. Only tten can 
he cktermine whether the ii^itution is movii^ 
toward the test choice of tte pn^bie future op- 
tiims and wtetter tte admini^ration is preparii^ 
to cope with devetopments over which it may have 
little or no rontrol. 

Knowkrdge about tte future of later relations 
is essential for tte presicknt to cushion tte impact 
of new developments and minimize tte probabil- 
ity of c^urrence of those that are unexpected. 
The competent employee relations officer or con- 
sultant should te woiking on solutions to poten- 
tial problems tefore otters have recognized they 
are developing. 

There arc ^\iint^cs and disadvantages to 
unionization ami collective bargaining, and some 
presidents ask tte ^ministration to maintain a 
completely i^utral p<^ti(m on tte subject, eqse* 
cially during organizing drives. Otters recognize 
the probability ttet tte extent oS mkm organi* 
/ation among specific groups is likely to remain 
coAstnn! bccai;s9 of tte corrections and improve- 
ments insttftiticms make that diminish tte ^verity 
of discontent. Still otters exf^ an annual list: 
union demands with resulting changes in tte agree- 
ments, most of which have an associated cost; mis* 
handled grievances and o^sional arbitration 
awards; more rcstrictk>ns and less flexibility on 
management's right to manage; seniority in lieu of 
merit advancement; and rigidity in administration 
of contr;^t terms. Positive considerations resulting 
from unioni/ation are: more internal consistency 
in tte interpretation ami app!icatk>n of person- 
nel policies; more equilahle treatment of em- 
ployees with less favoritism shown by certain 
sufHrrvisors; and earlier consideration of tte em- 
ployee relations impact on institutional planning. 
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Purchasing 



EFFECTIVE organization for fHirdm^g pro- 
r\ motes t!k* l^ic d>jectives of an ^i^tional 
institution by provtdif^ faculty and staff meml^rs 
n&(xssary supplies, equipment^ and serv^. The 
purchasing function can be performed more effec- 
tively and econcHiiically by trained sjH^ialists than 
by those for whiwn purchasing is not a primary 
responsibility. 

The basic d)j^tive of a purchasing department 
is to identify, %Iect and acquire needed materials 
and services as economkaily as pMsibte within 
acccfSed standards of quality ami serviw. This 
should be done in a timely and organized manj^r 
that provides for e^ntial accountalrility of uni- 
versity expenditures. Although tl^ purchasmg 
process slnnild be a jcrint effort among the u^ng 
department, purchasing department, and veiKior, 
the purchasing departn^nt must ha\^ the final 
authority to conduct and condude negotiations 
concerning prices and conditions of sale. Institu- 
tional commitments should be made by tl^ pur- 
chasing department in accordance with requisi- 
tion/ordering procure. 

Organization 

TIte responsibility for purch^ng slu^uld 
centralized under the chief business officer. TI^ 
complexity of an institution and the amount spent 
influence the sophistication of purchasing practkes 
and techniques, but ms should not prevent cen- 
tralization of jMirchasing authority ami res{M>nd- 
bility in a senior administrator. Bud^ and staff 
support should 1^ rammensurate with the size of 
the annual expenditure and s{^al purchasing 
needs at the tin^. 

Some of the significant advantage of central- 
ized purchasing are: 

I. Definite (^nomies resulting from the pool- 
ing ami integrated^ overall planning erf 



tl» cminKHi requiren^ts erf ^^rknts 
c^>artn^nts« 

2. Devek^Hnent of standard specifications for 
the commoi amimoditi^ purchase, r^utt- 
u% in uK^e unifcmn quality ami 1^ vari* 
ety (rf materiak, suppltes, and ^u^moit 

3. Better budgetary ami finandal control of 
(tepartmental e^qs^Klitur^. 

4. i^vek^aoit erf qualified i^mmi^ through 
speciatizatira in purch^h^ 

5. Redwticm in admmistrative costs through 
eliminaticm of multipte purcba^qg stafib, 
re^mk, aiui proradures. 

6. Redt^tion m invent^ks bemuse of clmer 
supervision reganiing tt^ quantity erf mate- 
rials on each purchase order and greater 
utilization erf the availabfe sufqyly (rf mate- 
rials thiou^ trailers and substitutions. 

7. IHovision for adequate testing uid inspec- 
tUm of materials purchase. 

8. A^urance of cash dkcounts by {mmipt 
handlmg of vendor's Invoices and assurance 
of taking exemption for state sal^ tax and 
other tax^ not aj^lkable to colteges and 
unive»it^ 

9. I^tmipt delirory aiui better i^rvice by sup- 
pikrs^ n^ulting from more rareful selec- 
tion and better folk)w-iq) systems. 

10. Benefits of ccmj^tl^, resulting in inv 
proved study of markets and other research. 

11. Better public i%laticMis« rmiltii^ from am- 
sistent and suitable ti^atment crf>tained by 
dealing with one ckj^rtn^nL 

S^ialized purchasing qierations may, under 
some circumstaiK^, be etelegat^ or aligned on 
an interim basis lo persons outsiete the central 
purchasing organizatk)n. However, this delegated 
resi»nsibility should be performed witfiin the pol- 
icy and pro(^ure of the institutbn. For example, 
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imxmrement of food omuoKMlitfes ami suf^ies 
ctften is ck^ated to the director erf f ockI services; 
co^nputer equ^n^t renUil or jmrehase, to the 
dir^rtm* of tbe comiHitiiig i^ter, Ittirary lKX>ks, 
to monbers erf tte library staff; merchandi^ tm 
resale in the student store, to the stem xnaimger; 
new cofistnictkm, to an offim r^xmsible (or 
pbnning m supervkkm; h(»pttal m t^dwelated 
needs, to hospital director <»- health sctef^es 
administrator. l^>eciaiiKd i^ircha&ing authority 
and res{X3f»ibility stKHikl be <telegated in writing 
by the chief busii^ crf^r and slKMiki iiK:lucte 
any prescribed limits on tyi^ oi purchases ami 
dollar amcHints, 

Ethical CoNSiDERATiONS 

Effective purchasii^ in an ^hK:atioaal iutitu- 
tbn is a cooperative umkrtaking l^tw^ buyor 
and su{^l^ ami between purchasing s^ and 
other persons withhi ti^ institutkm. The jnmiias- 
mg ctepartn^t must maintain satisfactory rela- 
tk)nshfps with external suiqdiers and intermd con- 
sumers. Sattsf^tory relatbns t^tween the ^aff oS 
tl^ purchasing dej^rtment and other ^aff mem- 
bers of the institutk>n prevai/ if the purchasing 
functbns are performed widi understanding, dis- 
paichf fairness^ and omipetei^. The puidtastng 
staff must be sensitive to tte prc^leros and ne^ 
(rf departn^nts and imiivkhia^ antkipate wl^^ 
controversy mi^t arise and try to avoid them, 
and if m>t possiMe, r^lve tl^ promptly to 
maintain grad public relations internally and 
externally. 

An histitutk>n*s reputation for fair ami consis- 
tent treatn^nt of suj^lim can best be acomi- 
plhl^ if purcliasing b done solely on tin? merits 
of the transactkm. Suf^lkrs who haw macte gifte 
to an institution, wlK»e c^lcers m representatim 
are (kMK»s or alumni, or who are looted in the 
same immunity occasbnally reqi^t q^^ial am- 
si<teratk>n. Extreme care slKnild exercised in 
giving ^>ecial consideration to tl^se siqq^liers; if 
pc^ible, tte requ^t slKMild be deni^. Institu- 
tk>ns may prevent conflicts erf inters througli a 
polky of full disctosure. I^^rtare from smmd 
award procedure may eliminate com{^titkm or 
base it on pc^tkal pr^ure or p^scmal omtacts, 
thus j^^mrdizing the im^ d Ihe imtitution. If 
in doubt, legal advice ^uld 1^ obtaii^ to avoid 
conflict 
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The jrarchming power erf an ii^titutkm d^nikl 
not be used for perscmal m^ukitkNiB for faulty 
and oil^ staff m^bers. Sc»n» institutkn^ main- 
tain lists <rf suf^krs c^ering ^iwial consictera^ 
tkms to if^timtkmal staff m^bm, who then may 
(teal dh^y widi siq^)!^. Sudi an arrangement 
imvicy a ^rvke ami reitevra the institutkm <rf 
prcrf>}ems resulting from tl^ ^>ecial handling re- 
quired for personal purchase. In ttese cas^ tlK, 
institutkm shoukl mx beocmie a party to any dis- 
pute l^twera buy^ ami ^Iter. 

A cocte of Gondii fm tl^ staff m^bers of tbe 
l^u^ch^h^ c^iartn^t, «tefining obUgatiom ami 
ethics, slKKild he {Hiblid^ tbk co(te ^uld be 
revkw^ with tte staff p^imltodly. The folkiw* 
ing princip^ have been adqHed hy the Natbnal 
Associatkm <rf Edt^tkmal Buym ami am form 
tile basts for such a OKte: 

1. Give fir^ omsickratkm to imtitutkmal ob- 
j^tives and polices. 

2. Obtain the maximum value for ^ich <krflar 
expemkd 

3. Cooperate with tn^ ai^ industrial assod- 
attom and government and private agenda 
engage in promcrtkm aiul ^vek^ent <rf 
souiKi bittiness metho(b. 

4. t^mand hcH^sty in sate repr^entaticm 
whetl^r c^ered through vert>al or written 
statements, advertkmCTts, or product 
samptes. 

5. DMlirc i^rsraal gifts or gratuitks that 
might influei^ tte fwrdiase erf materials. 

6. Grant all competitive bidden equal consk!- 
eration; r^ard each transaction on ite own 
n^tt; fc»ter and pronK>te fair, eth^, and 
l^al track {mctice. 

7. Use (mly by omsent ^ orighial ideas and 
<ksigi^ de^ed one vendor for comf^ti* 
tive purchasing purposes. 

8. & wiUmg to submit any major omtroversy 
to arb!tratk>n. 

9. Acrard a promfM and ccmrtecHis reception 
insofar as condjtk)i» permit to evesyone ^* 
ing (m l^dmate bi^ii^s. 

Statement of Policies and Procedures 

A statement of policies and i»t>c^ures for the 
purchasing fuiKtion is ^sential. The statement 
stould define ti^ re^>onsibiIit^ of tbe purchas- 
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ing department and ^usignmcnt of autlKnity 
within the ikpartm^t; establish criteria for selra- 
tion of vemk)rs, for bidding prcKedures^ and for 
deurrminatbn of quality, standardizatkm, and 
other (grating pdicks; and formulate {mK^dures 
for departnurnts to use in requiting ptu:chas^. 

The statement of polic^ and procedures shouU 
provide for regular audits <^ purchasing q>era- 
tbns. These audits reveal such information as 
whether proper bidding procedure arc foltowed, 
ureters are awarded to the km^t and mmt respon- 
sible bidders, and competitive prkes are (Stained. 
Under special conditions* the audit may eiia)m- 
pa«s a review of the ability of bidckrs to peiform. 

Some pubtkly controll^ institutions must use 
Durchasing procedures prescril^ by statutes or 
^vemmenf regulations. Certain states have «tab- 
irshed central purchasing defmrtments to serve all 
state a^ncies, iiKliKiing ediH:atkinal ii^titutkms. 
Such totally centralized public purchasing a^ncies 
generally are not structured to m^t tl^ unk^ue 
r^uirements of colleges and unlversi^, and it 
is tt^ obligation <rf administrators in tt^se situa- 
tiom to pr^H^erly identify the {m>btems and cSa 
ren^ial action. However, if wotK>m^ would 
result from a state or other central dq>ar&mnt, 
it may be beneficial to utilize stich purchasing 
a^ncies. 

Many purchasing procedures may be relati^y 
routine, a^iuiring some technical skill. However, 
in two important areas, tl^ purchasing a^nt must 
exhibit considerable judgment, based on knowledge 
and experkr-ce. These areas are ctevek^nmit and 
use of deifications and selectk>n oi scurces erf 
sun'ty. Judgments must be made that atfect tl^ 
entire purchasing or^izatbn ami that determine 
to a lar^ extent the degree of amfiden^ the 
public has in the integrity of the institution. 

Functions of the Purchasing Department 

The folbwing are to be consictered in q>erating 
an effective purchasing ctepartment: 

1. Prepare, with the ccx^ration of the using 
departments^ iklivery ^hedutes and quality 
and quantity specificaticnss for items and 
services to be purchased. 

2. Provide using departments with current h)- 
formation on new products and ^rvices« al- 
ternative materials, and costs. 



3. Encourage competitkm diiK>i^ vm&m 
throu^ i^gotiatioiif cmiqi^itive baUing, 
aiKl ccmti^ buying. 

4. Insure that purch^ cmfers and ccmtr^ts 
contain all i^e^ary on^tkH^, «^ m 
guarantees, warranties, govenm^tal regu- 
latkms, shif^h^ ii^tn^tkMS, f.ab. points^ 
aiul credit teims and dsoounts alkn^L 

5. Devek^ r^rdb » i^cted to ctet^mh^ 
requir^nmits <rf tte it^tutkm fix suppU^ 
servkes, aid equqm^L 

6. Mahitain actequate r^^mfe and fll» of req- 
uisiticMis, purclmse onters, ^^nckM^ cata- 
k^ues, product hiforma^m, and pri«s. 

7. Arrange fm* ccmtrcH and di^K^al of surplw 
equqmient and siq^lies, salvage, ami ser^. 

8. Advke ^rd assst <M!ier c^iartmCTts that 
have I vn ctel^ted son^ purchasn^ 
fui^ticMs. 

9. Explore and uk i^v^^ible adi^tagra oi in- 
t^iiniversity, cim$OTt;a^ m coqierative pur- 
chasing programs* 

In additkm^ the purchasii^ ctepartment stould 
devek^ ami enraurage use oi standard ^^^ifica- 
tbns for items performing tl^ same functkms m 
the various divteions of the instltutkm. Staiuiardi- 
zatkm facilitate quantity {nircfaasing, interchange- 
ability in use of equ^ment, and reduction in serv- 
ice and invent(»y costs. 

A continuous pro^^m of research and toting 
is generally a i^pmsibility cS the purdmsmg cte- 
partment Testing may be performed by wndors, 
imkf^mlent laboratory, or ihs institution, each 
under the directkm of tt^ purchasing ckpartment 
Research activitfes ii^lude stud^ of sources of 
supi^y, ad^uacy d[ sf^i^tkHis, analyses d 
commcKlttk^ in relatbn to sf^ificatbi^ analyse 
of substitute materials, and fcM^ecasts (rf tnarket 
trends. Tte purchasing (te^mrtment slKHiki mafai- 
tain a catalog file as extei^ive » practicable and 
files of ^^ialized source of infcmnatkm siH:h 
as governmental publkatk>f», tedmical haml- 
books^ and other books ami magadnes to akl in 
carrying out the purchasing function. Much l^lp- 
ful information is availabte from national labora- 
tories, governmental ^encl», and minmity ven- 
dor directorks* 
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Those res{>onsibte for purchasing ^uki \k 
knowled^bie of: 

1. Govemn^t safety require m e n ts sudi as ihs 
Occupatkmal Safety and Health Act« as 
amended, and other safety requirements as 
they relate to purchase equipm^ or 
sulfites. 

2. Govemn^ntal requiren^nts, wh^ aiqdka- 
ble, on devek^ing minority suppliers and 
placing affirmative ^km clauses in mor 
structkm contracts* 

3« Imports, custmns regulati(His, and duty ran- 
siderations generally and ^^ifically as they 
relate to Publk Law 89-651, Educaticm and 
Scientific and Cultural Materials Im{KHta- 
tion Act of 1966. Knowl^l^ the interna- 
tional monetary situation is also im{K)rtant 

AiMMTfONAL Functions 

OF THE Purchasing Department 

If tl^ institution of^rates a central stores sys- 
tem and maintains an equipment inventory, lime 
should be a function of the {mrchasing department. 
Other activities of son^ purchasing departments 
may inclucte c^ratkm ctf typewriter repair sIk^, 
duplicating centers, and photographic departments, 
control of nareotics licenses and alcohol permits, 
handling of returnable containers and control and 
disposition of radiok^ical materials^ supeivtsk>n 
<rf vending machines, and travel reservatbn and 
ticketing services. If these are part of the purchas- 
ing depanment, s|^ific attention to internal c(m- 
trol is mandatory and audits should be more 
freqt^nt. 

Contracts for mnstructkm and renuxkllng 
often are not a r^^nsibility erf the purchasing 
department, but it may coc^rate in advertbing* 
receiving, and analyzing bids, and in the revkw 
and award of rontracte and their modificatk^n. To 
be effective, the purchasing ctef^rtment should 
participate at the approiMiate tin^ in constn^tkm 
planning in orcter to assist eff^ively ui tl^ re- 
\kw of preliminary plans. Reasonable acc^ for 
(tetiver^ to proposed buildings is a design fea- 
ture that may be overlooked in the archit^tural 
planning. Since the purchasing dq^rteient h re- 
spoi^ibte for the logistics erf sui^ly^ it should 
interject opinions on this design feature. Interior 
desi^ service for furniture, furnishings, ami 



equiim^t for new Intildings shou^ provided 
by cratnurt throu^ tl^ {Hirdiasing dqiarbncnt or 
from in-house source und^ the dir^kHi of the 
purchasing department Thh task requires cbse 
OK^ration with the archit^:ts« future u^rs of the 
fociUty, aiKl lAysbal plant oflkers. The purchas- 
ing ctepartn^t shoukl assbt in pret^iring both 
budget ^tunattt ami cmkring and (teUvery sched- 
ules for furniture, funushings, and ^uq)menL 

Purchasing Procedures 

The usual piuchasing cycle invcdv^ determin- 
ing r^uiren^nts by the using ctepartments, omi- 
municating requirements to tl^ purchasing de^ 
partn^nt, ccmducting n^otiatkms fw purchase 
sel^rting »huic^ erf siq^ti^ fesubg purchase or- 
dei^ or contracts, ami reviving matermls. Tte 
purcl^mg ifepartm^ sl^Hild ^teUteh rec«mls 
and files of af^mqniate information and pericHli- 
cally review tte entire eycte. 

Communicming Requirements 

There are bask forms to arau^tely communi- 
cate the using department's requirements to the 
purchasing dej^rtment and to implement the pur- 
chasing proccdiire used hi rantracting with third 
parties. These forms are r^uisition, bid or quo- 
tation, and purchase order or contract. 

Informatbn about requirements oi using de- 
partments is rommunkat^ to the purchasing de- 
partment by Usuance (rf a requisitbn cm which the 
lequirements are cleariy stated The format and 
content of r^uisition forms vary widely anKmg 
insttcutfons but, at a minimum, shouU provide for 
a descriptkm of the item to be purchased, quan- 
tity of materials requested, designation of the date 
required, iksignatkm of the account to be chai^, 
and ai^roval by a{^rc^^te academic officers and 
business or budget ofikers. 

It » (ksirable for tl^ requisition form to pm^ 
vide space for using departments to indicate pref- 
erence for partkular vemk>rs, with reasons for 
such preference. Such sug^tions, while mt bind- 
hig on tl^ purchasing (Apartment, irften arc he^ 
ful in finding soun^ <rf suj^y and in evaluatmg 
sf^iat servk:es crffen^ by a particular verubr. 
Tl^ purchasing department stoukl be aware of 
communications between the using department 
and any veiuk>rs* 
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The rcqubittion s}h>uld be designed by the pur<- 
chastng dcparunent and should Y>c printed und dts- 
tributed to using (Apartments. In scrnie instances 
special a^uisitions ore used for r^u^ts for food, 
printing, stores, or other needs. The requisition, 
by pro{XT signature, authorizes the purchasing 
(kpartment to e^qiend fumk against a nan^ ^ 
ecunt for equipment, ^xxk, and servkes. 

The bid or quotation form provides a uniform 
request to one or more suf^liers to make an offer 
to the institution according to specifiixi terms and 
coikiitions. 

The purchase order is the formal contract to 
purchase gixnis or services offered. The purchase 
order should be designed carefully with the advice 
of legal counsel, keeping in mirui accounting and 
computer needs where appropriate. 

Determining Quality and Quantity 

Determination of suitable quality for the in- 
temted purpose must be a coq>erative decbbn of 
the using department and the purehasmg dq>ar!- 
ment. The relative technkal compctem^ dl cacn 
group concerning the prcKluct to be purchased 
should determine tl» (tegree of partictimtkHi in 
thk dectskm. Determinatk>n of the quality of com- 
modities u«ed throughout the institutk>n, siurh as 
paper products, crfiicc supplies, and furniture and 
office equipment, is prhnarily the responsibility of 
the purchasing department, but determining tte 
quality of specialized sckmt^ equipm^ nt and sup- 
plks normally rests with the using departments. 

Descriptions of quality sh<HikJ ccmform to rw- 
ognized stamlards. Nonstandard sf^^ttons 
substantially increase costs, often without a rorres- 
ponding increase in quality. AltluMigh nonstandard 
spwificattons and special restrictbns may insure 
high quality, they should not be structured to 
eliminate qualified bklders. 

Whenever possible, it is ctesirabk to (kane 
quality in objecfivc tenm. Several metlK>ds may 
be used, such as comfH^thively equivalent bi^nd 
names, model or catalog numbers, standard mar- 
ket grades, performance or funetk>nal require- 
ments, conformance to sampk, and detatkd 
written specifications and blueprints co\^ring mate- 
rial and design. Specifkatbns should contain ref- 
erence to such governmental rcquiiemente as safety 
and aflRrmative act ton. Since purchasing officers of 
publk instituttoi^ generally are iK)t fr^ to award 



purchase orckrs on tl^ bask dl best value ami 
towest ct^t, the need for detail^ specifkatrom ts 
fKinicularly unportant 

If iktaikd ^^ifica&>m or performaMc re- 
quirements are used^ provkkm must be mack for 
ii^;f^*tk>n ai^ testing to verify conq^iai^ with 
the ^cificatKHis. If performance can be :^cu- 
ititely and ^kquately (kfimd ami n^i^ufed, i^r- 
formance qi^ificattons may be preferabk to de- 
taikd ei^neering ^>edfica&ms, UiKkr tte latter, 
U the prtNiiurt n^ts cktaikd (ksign ^lecifica^ms, 
^ vendor has fulfilted hb d>l^tiont whether or 
nm ih& perfommroe is adequate. If performai^ 
sp^ificatkms are u^ the vemtor h r^uired to 
supply a product that will ^r¥e die ^>ecified 
purpc^ re^nUe^ of (te^. 

The quantity of pnnlucts to be catered s a 
coc^rative effort the purchasing ami i^ing 
ckpartments. Historical usage may be one criterion 
for quantities or V * ^. Rarely should the quantity 
orckred exc^ estimate usage required for 
an acacknik y^r, \\\ at any rate, care ^uld he 
taken to encou \^ n^ikss stoclq)Uing of 
gwds. 

Source Selection 

TI^ materktls sekcted must be satisf^tory to 
the using departments, but sekction <rf the source 
erf su^ly is the re^K^ibility of the [wrchasing 
department Wl^never po^ibk^ more than erne 
supplkr should be consickred. Rwruitment of tksw 
vendors should be a r^lar ]mrt of the buyer*s 
job, and new suj^liers, ^pecmlly siq^ters repre* 
seating minority groups, slHHild be ckveloi^ to 
serw tl^ r»|uircnients of tlk; institution. 

Purchasing departn^t buyers must have 
acquired a knowledge of marketing ami dtetribu- 
tion channels for varknis tyf^ of materials and be 
capable of selecting the most ^:onomical and effi* 
cknt kvel for each purchase, giving a)nskkra- 
tkm to ^ucatkmal buying coc^rativ^. In addi- 
tion to umkrstanding production cycles and 
knowing the most profritious time to purchase 
certain items, Iniyers should be aware of the im- 
portance of anticipating prio: trends. 

Determining Price 

The circumstances of each purch^ govern the 
procedures u^ in determinmg price and award- 
ing onkrs. Where competitive biddii^ may be 
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empioyed, tt^ tntyer has fair ^uramre that 1^ b 
raving the ri^t prke. 

Prke analyst can be to (tetermiM the fair 
pr^ in the case of iten^ avaikible frnm a sin^ 
source 0€ wbr.re omipetitbn is lackii^ The {Hke 
may be compared with a price formerly paki, with 
General Services Administration f^ice I^els, widi 
publisl^ prke lists from wh^ an esq^:!^ db- 
ccHint b available, or with that fmd hy o&m in- 
stitutK>ns using ti^ san^ quantity ami quality. 
Prte analyst also slK^uki used where pi^i^ra- 
tton time is short or for items of small tkrilar 
vali^ that arc purchased infreqi^tly. 

Cost anaiysb is an analysb ma^ cm tl^ 
dofs cost to arrive at the proper prix. This pro- 
c^ure usually is i»ed v^sn a Im^ dol^ con- 
tract b negotiated with a sii^ scmr^. 

Ne^tiatkm may be u^ in tl^ at»^^ cri- 
teria for competitive bidding to arriw at ths a)r- 
rect prke. Examples are occaskn^ wl^n the dollar 
expense involve ctees not justify the co^ erf ^ptc- 
tfkations to the extent s^cessary for fain^ss to 
bickfers, when the serv^ or prodi^t b unique to 
one vendor, vfhm real prte cmnf^tition b lack- 
ing, when equipment b being purchased for com- 
patibility with exbting equipment or when an 
emergency exbts and there b tnsufficknt time to 
write specificatk)ns ami take bids. All jmrts of a 
contract are negotiable, includii^ price, delivery, 
elements of tf^ si^ificaticms« and tengih d! ihe 
contract. N(^iation implies arrival at a mutually 
ac(^ptab!e arran^n^t dmni^ Imrgaining. An 
aitequate (k>cumentatk)n/amiit trail b e^entiaL 

Informal quotatkms abo may be used to ob- 
tain price Ktimat^ when eariy delivery b r^ubed, 
when sp(^ificatk}ns are iK>t complete, or wl^ 
the value of the purchase b mnnhial. T^ptKiM 
inquire and otbsr informal cont^ with sates 
r^r^ntatives may provkte prto qukkly <m 
r^uired items; newrtheless, the request sIkhiM 
inclucte as many elements d a form^ qwtation as 
are foible. 

Formal quotatkms coU for tte prq^ratkm <rf 
a written bkl document, get^rally km>wn as ""Re- 
quest for Quotatkm" or "Invitation to Bki** For- 
mal bidding may be eitter puUicIy ^vertis^ or 
invited, but in both rases tt^ request for quota- 
tkms Of bids must 1^ prqmr^ with great care. 
Publicly advertised reqi^sts for bids inwive nK>re 
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tedmkal ccNUkteratkm ctf tl» aspects erf bkl- 
dhig, including (tetailed clauses regarding time of 
(^^ing bkb ami oj^km re^ctbn. Requests 
for Uds mu^ ^i{mtete that quotatkms m trids are 
to be firm {n*kes unle^ as circumstences son^ 
times dktatCf ci»t bkb or escalator clause In die 
qtK9tatkms are dnirabte, 

Whra an instttutkm b able to select bkklers, the 
purchasing c^^rtn^t slKmkl invite ttem to std>- 
ntit quotatiims only if it is willing to {dara an 
order with diem. Untess pubUc bklding regulatkms 
r^uire disck»ure, some histitutkHK may etect itot 
to tell uimicws^ Uikters tte dmib of quotatkms 
of cMher bkkl^is. 

A value analysb (or value tedmkjues) program 
requbes that die purchasing <^iartment be con- 
tinually al^ to ecmiomfe advantage. Equqm^t 
shcHiU ^l^ted dut will increase prcxh^vity 
widiout increuing labor ^orL Consumable sup- 
plies should be select^ to im>vkte d^ greatest 
utilizatbn possible. Thought shouki be given itot 
only to what a product b but tow it b u^ so 
that less a>sdy substhutkn^ can be recommeml^ 
to ^hbw desired r^ults at reduced coste. Thb 
OTiKtam pnd>ing ami aimly^ of present usa^ 
can extemted be^>ml hard goods to bt^iness 
systems and {mTcedures em{rfoy^ to aa:(m^lish 
the institutkm^s objective. Affiressive pursuit oi 
vali^ analysb shouki o^ask)nally result in buying 
the best value even diou^ a hi0^ initial price 
b fmid 

Tf^ Purchase Order 

A purchase order b a legal dc^ment and, when 
accept^ by tl^ ^nctor, crastitutes a ccmtract be- 
tween buyer and selter. It ttorefme shouki con- 
tain all pertif^t (tetaib cA the agreen^t, comii- 
tkms of sale, and governmental l^al requirements. 

The fonmt and content oS purch^ orcters vary 
among k^titutkms as do the mmil^, dbtrilHitkm, 
ami u^ cA tl^ copt^ Ccnnlmiadcm forms shouki 
be used whenever possible to reduce die number 
of fonm in die purdiasing c^>artmenL Tl^ 
purchase order forms should be prenumbered, 
ktentify cleariy and omiptetoly both tl^ hHititutkm 
and tte vemkM*, Scribe the prodwt ^tequately 
ami ^a^My the quanthy <rf itrais ordered, pro^4<te 
(felivery instructkms, and diow tto inquired delhr- 
ery date. The onter ^KHikl stow prk^. It alra 
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should incliuk* other tnfonnatioii, such as tenm oS 
payment discounts, ^xouiit numbrr to t»e chaiged^ 
f.o.b. poiots, warranties^ insurance requirements, 
and ofher items designed to protect tte tmtituticMi 
from ckfaults by vendms ami i^^nce and ^i- 
iknts by carrkns. It srfiould ii^liKte a stetement that 
the vendor, upon acceptarce of the purchase order, 
confirms that the prodi^t fum^i^ meets safety 
!itundardH of the state. Also if^luikd should be a 
statement that tf^ vemtor, by ^wptaiM oi the 
order, confirms that b complying with the Civil 
Rights Act of 1964. A »if&dent numl^r ^ cof^ 
of purchase onters should pref^r^ to acecmi- 
modate the needs of the institution and vendors. 

After an orckr has iM^en pl^d by tt^ jmrdi^ 
ing ckfmitmem and d^^jA&i by a veiKtor, subx^ 
quern changes must be mutually {^xeptable to buyer 
and seller. All changes must be ^^i&d hi wri^ 
and cop^ distributed in die same mani^ as 
cc^ks of the original purchase wder. This prin- 
cipk aj^ltes also to cancellatkHtt. Wtoi the 
volume of changes warrants, <kvek)pn^t of a 
change order form k advantag»i»« 

The re^nsibility of tl^ purchasing department 
does not end with placing purchase orcfers. A 
follow-up and exf^iting system is n^kd to hisure 
that materials are delivered in time to meet require- 
ments of the using ctepartments. Realistic Oelivery 
dates should be indicated on departmental requtsi- 
tk>»s by tl^ using departments, and procedures 
must be ^tabibheu to insure observance of deliv-* 
ery dates indicated on subsequent purchase orders. 
Satisfactc^ supplier service ^KHild be docu- 
mented; records also slK>uld \^ iLspt ot ui^tkfac- 
tory suppler service, so that those su{^lk:rs can 
be avoided in the future. 

Emergencies arise that make orders {<h imme- 
diate cfelivery or ^>mmltment n^es^iy, and pro- 
cedures should be develq>^ to provi<k en^i^iKy 
service. Althou^ emergei^^ ^mietimes occur 
thrcHigh failure d equi|Mnent or f^d% that caniwt 
be antkipated, freqt^t emergciKy a* aimfirmaticm 
onkrs may indicate poor planning, cocndination, 
and organization. A formalized pn^edure ^uld 
b^ established ami ctocumented for using depart- 
ments to insure proper hamliiiig of amuritmaits 
made under tlnrse cireumstai^s. Also, a>rrective 
measures must he taken to reduce o^rren^ ot 
emergencies. 
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Other Purcha^^ Proctduns 

A blanket (ch* staiuliqg) purdme ortfar b 
awanted to a select^ stq^ilkr fc^ omsiimabte 
gO(Kb w KTvi^ to be re^i^ ^ i^^kd. Thte 
technk|i^ should be u^ K) tacilitete receifM ctf 
items not available in tt^ institutloa's stores sys- 
tem m to reduce iawot^ requires irats. The 
order shcmki be for a ^^ecifie poiod a^ prefer- 
ably cm a prectetemwml pr^ schedule. MOTdily 
rather than iiKiividual invoto can be st^Nilated to 
rediKre the volume of i^>erw<^ 

Limited ctoUar (or snmll) purchase orders reduce 
the volume of {i^perwork proc^sed through nor- 
mal busii^ss chamois. Procedures, policks, and 
forms may be ctesigMd to en^bk c^mrtn^nts to 
acquire items ^nall riKN^tary value withmit 
formal purchasing ^ion. In th& way a large num- 
ber of orcters rq>resenting a small percratage of 
tte e7q)^itures can (Hoc^s^ without indi- 
vkiual revkw 1^ the purchasing staff. As a result^ 
the purchasmg c^mrtn^nt will have more time to 
spend on trar^actioiis for yuAAA cq)pc»limiti^ tot 
savmgs are greatest It » inqiortant that tte pur- 
chasmg «^>artn^nt select in advanra those sources 
with whkh small c^rs are valkL C3iecks and bal- 
ance can be built into the system to minimize 
dij^ct, day-to-day inwlven^t of the purchasing 
staff. 

Requiremeu^s (or minhnum) OMitr^ u^ially 
imsvicfe fo^ an institution to {nuichase all its r^ 
quirements for H>^i^ materials, sudi as fwl oil, 
from a gi%^ sour^ (or a stated p^kxi oi time. 
They may be i»ed to <^tain advantageous fWices 
by combining requirements over a period of 
tin^ from many units within the h^ltutbn mto 
one large quotation aiKi contra The contracts 
provide flexibility in cklivery terms, awkl bulk 
storage by the ii^titution, and esq^edite fiUit^ in- 
divklual requisitions. A simpte rekase s^tem may 
be t»ed or a prearrange shilling s^^ule may 
be established for easy admirmtratkm. Monthly 
billi^ may be more (ksirabk than hKtivkhial 
charges. 

Systems contractmg usually aj^ks to an entire 
family of items r^titively; si^h items are 
normally of low unit vali^. Exari^^ are plumb- 
ing, electrkal, arul hardware suf^l^ The ven- 
(kyr has r^ponsibUity for provyii^ ^ignated 
materials to the institutkn at a pr^rrang^ prke 
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owr a predctermm^ pcrkxi withUi an 
delivery response time. The objectives of sysurtm 
contracting arc to simplify ordering proo^uies 
ami to rediHX costs of burying inventories^ 

The check-uith-order tcchnM^ue, sekcti\«ly cm- 
pk)>^ b one in whkh a blank cl^k, valkl in 
amounts up to $200 to $500, \& sent with each 
orckT. Following the ctelivery of all specified mate* 
rials, the suf^lwr enters the amount di^ and €k< 
posits the check. Post-audit procures are u^ 
to validate t!^ exf^nditures. 

Cash ^purchase might af^ropriate fm tos^ 
cost anif ififrequentiy used items that require per 
sonai sel^^lion or that are available only dirmi^ 
retail cash sources. Polkbs and procedures for 
cash purchases should 1^ established and nuide 
known to ill staff members. Direct reimbursement 
for perty cash purchases may be mack to staff 
membei^ by tin; business office upon presenta- 
tion of prq>er receipts. Limits on dollar annmnts 
and other regulating criteria must be clearly stated 
to insure that this meihcKi b us^ only when it 
b economkral and a}^r(H>riate and when items 
are not in stock in stores. 

Making In-House 

In any "make in-JK>use" or "buy open market" 
situation, a cost analysis of the **make" process 
slwuld be conduct^, with specml attentkm to 
labor costs and frin^ benefits. Since the ctecbioi^ 
to make in-house often are made by the using 
ckpartments, these ckpartments should be ena>ur- 
aged to ccm^muntcate with t)^ purchasing ctef^- 
ment to assist in the ctecisk>n. The purchasing 
department may be able to suggest commercial 
scHirces for the requirements. 

Leasing 

Outri^t purchase or borrowing to buy often 
will result in a bwer total expenditure than leas- 
ing* In each lease prc^x^i it is imperative that 
the charge for the use of funds be imkulated and 
compared against all alternate methods of financ- 
ing, including third*party leasing. Leasing may be 
^^visabie in fields with changing technok)^ when 
c^^Ies^nce is a factor or the period of use b 
relatively short. Vendor responsibility for mainte- 
nance of ccinplex equipment may d>taijied 
more easily by leasing the equipment than by pur- 
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chase. Wbm leasing b the cmly vbbie aiKwer, 
care shouki be cJi^ncised to provkte cai^Uatkm 
(^tk>ns that are teast damagii^ to tl^ institution's 
financial resources. The ii^titutkm shouM tcfentify 
the scHirce of fuiKb to cover payments of tease 
charges for its entire perked of effectiveness. 

Receiving Procedures 

A (Antral locatbn may be provkM for reraiv* 
ing suf^lkrs, m they may be (klivered to varbus 
tocatbns* Some fetors that determuh: whether 
central re»?iving or ramkmi receiving is appropri- 
ate in a given situatk»i are: 

1. Loading dcK:k f%iliti»< 

2. Control erf traflk. 

3. CapabUity to perform receiving functbns at 
indrvkiuat buddings. 

4. Verificatkm of ctelivery and contn^ and pay- 
ment of coltect and frei^t char^. 

5. Effectiveness of inspection and claim 
proce^ing. 

6. lifenti&atkMi erf true costs in central receiv- 
ing a»npared to the fragiMntatk>n of costs 
in random reiving. 

Central Smres 

Central stores are a desirable resouivc in effec- 
tive purchasing. The n^rds of each faistitutbn must 
be determined by its locatk)n ai^ the availability 
of veiHk>rs that can supfdy its ne^ as well as 
institutkMial size and ability to ctmbine t^eds into 
contracts or lai^ purdiases. Tl^ layout of tte 
campus and the building facilities predetermine 
the feasibility and cost of distribution. The stock* 
ing of commonly used items can r^uce repetitive 
purchasing, require smaller departn^ntal mven- 
tones, eff^ quantity buying, accomplbh standaixl* 
batk>n, and meet current nee<b more effectively. 
A department can u^ stores to cAtatn, on a 
sin^ order and delivery, a vark?ty of items that 
might fK>rmally require many imiivklual orders 
ami cteli\^rks at hi|^r prkes. Whetl^r the goods 
stocked are sdd at mst or marked up to recover 
tl^ cost of i^ratk)n, perkKlk ch^ks slxnild be 
maite to test the cost effectiveness of any central- 
ized stores facility. 

Against the advantage of central stems, the 
COS! of space, personnel inventory, delivery, and 
inventory k>ss must Ih? conskkred 
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Auxiliary Enterprises, Organized Activities, 
and Service Departments 



SUPPORT or service activities often are cbs^fied 
in tha*c separate but related categories: auxil- 
iary enterprises, organized ^vities related to edu- 
cational departments* and service defmrtments. 
The classiticaticHi of an levity depemis cm Hs 
relation to tt^ educational proce^ its relation to 
tt^ con«inK;r, and tl^ scHiice of its lewnue. The 
operations of the three activities slmikl 1^ shown 
sef^tely in the operathig statement ai^ each 
activity should be supported by detail schedules 
of revenues and expenditure Si^h staten^Us are 
essential for internal use to ascertain the degree of 
self-support attained ami to provide the t^sis for 
exercise of controls. &paratt balriKc sl^s may 
be prepared but need not be published. 

AuxiUAav Enterprises 

An auxiliary enterprise fumislKs a service to 
stuitents, faculty, or staff, and charges a fee dir^rtly 
related to. but not iwcessarily equal to, the cost oif 
tf^ servRx*. Tlu; public may be served ii^identaliy in 
s(»ne auxiliary enterprises. They are e^T.tsaS ele- 
ments in support of the educaticmal program, ai^ 
coiKcptually should be regarded as self-supporting. 
Uttle or none of the revenue generate comes from 
educational and general sources, tnit in the case (rf 
housing and food services, there may be a limited 
amount of sales to the institution. Otl^r examptos 
of auxiliary enterprises are college unions, college 
stores, rental f^ilities, institutiondlly c^rated 
vending services, rrareational areas, faulty clul^, 
laundries, certain ^rking f^ilities, and, frequently, 
inicrcoliegiate athletics. The need for specific auxil- 
iary enterprises should reviewed periodically. 

The administration of auxiliary enterprises takes 
one of two basic forms. The customary form of 
administration is a division managed by an officer 



who is gei^rally in the tKisiness office. He should 
have suffldent authority to devekH> procedure and 
practices to maimge tl^ ^iterprises eff^tively. 
Their special needs mcesdtate adjustn^t d prac- 
tices <rf support def»rtments stidi as purchase 
aixounting, ^mtro^ler, perscmi^l. An excep- 
tion to this form of administration, which has been 
adopted public in$tituti(»tt in California and 
New York, consists of an administrative division 
manage by an oflteer who reports to a brard 
representing the entire university community (stu- 
dents, faculty, ^hninistratkm, staff, and gowmii^ 
board). 

Each auxiliary enterprise must have cleariy 
written, detailed administrative iK>lides. Otl^rwise, 
confused cq^ratii^ procedures and oveiiapptf^ 
auttority n^ay result. If an mit^ agency okkIi^ 
tl^ activity, the written polfey is refrfa^ by a 
legal comract or agreement. &^h contract services 
nuiy iiKlude tl^ (^ratt<m of food serves. Ionis- 
ing, collie idores, hospitals, and i^v^^aper and 
other iratitutfonal {Anting. In such cases, tl^ 
officer res|K)nsible gei^rally serves as ocmtract liai- 
son lK:tween the institutscm and omtract service 
agency. TIk comract %rvim still are regankd 
individually as auxiliary enterprises* ami cdlec- 
tively as an admint^tive divt^<m within the 
institutkm. 

Auxiliary enterprises are related directly to tl^ 
obj^tives of a>ll^es and universities. They can 
contribute significantly to the realization of those 
objectives in direct illation to tte quality of service 
reiKlered. For example, any totally self-supfKirting 
fui^k>n satisfying the ne^s its ^nsumem 
(customers) o^ntributes substantially to tlK effec- 
tiveness of the institutkm. Such a fus^tion provides 
needed services, allows tl^ institutkm to bei^fit 
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from the services without cost to the iiBtituti<»i, 
and requires litUe invotvement by the academic 
admlnistraUoii. 

In devel<^ing poUcks for the pn^raaa and 
management oi auxiliary enterprises, advke imd 
cooperation shouW be s«ight from representatives 
<d the in$titutioi»] ctnnmunity to be ser^. Hie 
cAjectivesctf tftt institution with regard to auxifiary 
enteipraes shcMild be articular by a!l in^tutkmal 
interests. After the objectives are written, the oflker 
reqxHisible (ix aunlkiy oiterpri^ slmiki fai- 
depcndcm to (^>erate within written pc^kks such 
as civil service rules, poichasing policies, and re- 
quired financial obligations. The activity should be 
evaluated for effectiveness by measuring perform- 
aiKC against objectives. 

Auxiliary enterprises should be expected to pay 
d^ir share oi ^mral »imini^rBti%« ex|:en^ as 
well as direct operating expend including <^ 
service aiKl provisions for remii^ ami icfdace- 
n^nt If a sut»My a received, t!» aGa>unting rec- 
cmb aad rqMts dKMiki dis^rae tbe anxwit and 
KHuce. Sfanilarty, if revMues exc^ e]q»idi6ii«s 
aft» I»ovsk>n (or teserv^ and any <^ servke, 
the anKHuit oi ex^s and its di^x^iticm also should 
be disclosed. 

Housing and Food Services 

Stmtent dissatisf^on with truditiOTal donni- 
tones has resulted in signi&ant chai^ in the 
resifteiiM halls (tf mai^ ii^ituti<Mis. Smos re^dei^ 
halls have beomM living-lraming units ^mtainii^ 
classrooms m itther leamii^ fadlities. IXmng 
areas or kitchen facilities c^en are included. Tl^re 
are coeducational resMkuKe halls, and some institu- 
tions have modem apartn^nt ccsnj^xes that ae^ 
commodate fiKuhy, staff, and a^Ie ami marri^ 
students in one f«;ility. StUl another form al bmm- 
ing is the student ax^>entti>«, whkh is owi^ or 
leased and manned stunts. 

Son» institutimis have touai^ boards, with 
student, faculty, and administration numbers. Such 
b<^s not (mly influeiKe kM^-range iKHisii^ plmis 
and Inidget (kvelc^jments, but also pnnide a day^ 
to-day liaison between students and housing ad- 
ministratoi^ thus (kalii^ with pn4rfems as tl^y 
arise. 

Renovation of existing resiitence halls is more 
e^ntOTiical than new construction, and often is 
more pleasing to students, especially when done 
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accor^ng to stiwlent suggestions. Where new 
dwellitigs must be buih, an ahemative to the tradi- 
ticHiat sequ^ice (tf separate desi^ aiKl constni^iott 
is the packa^ coiKtntction contract in wMch units 
are planned ami built by ooe (feveioper according 
to perfonnaitee ^sed&atk^ In «Mne cases, a 
leaseback ammgement is used, in which a (tevel- 

oper buikb at his own expense aiKi leases dweUii^ 
bade to the histitution. 

The mai^ement of re^koce halls has both 
badness and educational aspects, dose eo^n- 
tkm between business (^Scers and stiKient ailairs 
takers k e^edaSy ia^xmam in <tevelo|MBent ot 
iMK^ets and of provisions for coun^Ung and other 
^iKtent Mrvfees. Maim^i^t d studem houai^ 

usually comes um^ the cSrectifm of the chief bus!- 
Kss (^ker, but assignment of ^ce, devd^naen: 
of social programs, and estat^shment of regnla- 
tkms may be duties of the oSker responsible fbr 
auxiliaiy enterprises, a student affairs officer, or 
amMl»r ahnini^radw c^^r. 

Tt» type, number, ami frequoscy oi q^rating 
reports vary with local factors. Some uKtrt sig- 
dfkam praiocfo reports prepared for the admhiis- 
irutivc offices include ibe statement of revenues 
and expemlltures, report on occupaiKy, expendi- 
tures for repairs, custodial servk»s, and utiUties, 
ami expmes for coun^ling, stud^ government 
sctiviUes, and other programs. 

Institational food servkes have undergone 
d»i^ sinular to tlx^ in bousflg; example 
of this is that voluntary board plans are available 
at many in^tutions. WHh the advent apartment- 
type housing, smaller, famUy-style dining romns 
^ ^mteit kitcha» have repl^d sorra tradi- 
tional dinmg halls. Sc»>e institutions have con- 
verted dining halls into cafeterias, and often the 
hours of serving meals have been relaxed or 
dian^ to alk>w f<H- continuous servtee or service 
iKNirs omsi^ent with indent nyks. Stmtent am- 
mittecs can perform a vahiaWe service hi develop- 
ing menus and evaluatii^ daily food quality. 

A food serv^ (tefHirtment serves tte «itire 
lege or university omimunity. Because this ttrvice 
is also a bu^ness c^ratirai, a{^»opriate a»ts 
should be charged. Responsibility for a profitable 
business f^rati<Hi and the extent <tf services offers 
rests with the administration. For example, a snack 
bar-dining nxm m^ be the only place for com- 
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muting 5ifudcni!« to rest bet^-cen clasps or ^er 
lunch. This f^ittty then functions as a kninge. 
Dcmamiing a profit umfer ths^ ctrnditic^M — kH^ 
serving hours with bw dollar vidume— b 
unrealistk. 

Wh^ nM>st fa»tiustkN» cmfk^ a directed to 
manage food servkes, odiers rely on focKl s^vice 
mana^inmnt e<Mn{mnk» for thb functk>n. Where 
such companks are imi|rio>'ed, tte htstitutfon gsUns 
from the company's professional competence. The 
ii^tution i^^gotiates^ as part <rf to omtra^ fab 
prices ami quality as well as ^^ce, equipsKm use, 
utilities, insunuKe, and aU direct c^ratnig 
cxpensiCN, 

The CiWii per meal served, acconSng to tte 
various compownts, is the most n^aninj^ul meas- 
uie of comparison of focni service costs as it elimi- 
nates tl^ factors of absenteeism and ^les vdun^. 
It also gives a reasonably ^curate compariscHi 
anK)ng food services (tej^rtmems in various {^rts 
of the ^Hintry. 

C<»itnris that are iKMmaUy a j^rt d Inisif^ 
operations should be mandatory, si^h m monthly 
physical inventories, receiving and storage security, 
and rontroi of cash. Audits by tl^ internal auditor 
are u«ieful to indicate to th^ fcx)d servkes director 
whether the department is adhering to instituticmai 
poiicies and whether there are any problems of 
which he is unaware. 

A ckr^/ working relationship sln^uld created 
between the stuitent housing ami tl^ food services 
departments. The applicatira for housing slnnild 
incIiuU: information on f;KHi service plans. TI^ ap- 
propriate time for indicating o|Mional ar- 
rangements is at the beginning tl^ stt»ient*s 
first year. The boarding stiKknt is tlN; basis for 
most successful fond services departments because 
of the advantages of fixed h^nne and a ktK^ 
number to be served at each nwal. The student 
benefits because of tte low cost per meal serv^. 

Ciiilege Vnitms 

A college union is defined by the Assc^atton ot 
College Onions — International as a ""community 
«nter of the college for all numbers of the collei^ 
family — students, faculty, administrati<m, alumni, 
and guests*^ and is considered a building, an organ* 
izatton. and a program. Many unions use this defi- 
nttion or an adaptation of it in their statements of 



purpose. Unlra facilities diottld be des^^ to 
tm{4en^t th: pur]x>^ whkh recc^nizs several 
fuiH:tions. 

Unicms un as divert as tlw eo^kg^ md uni* 
versities tlk:y !»rve. Their f^litfes ^ divkfed 
into ten oi^i^ies: reoieitticm, social, oilturd- 
hcbby, meetir^ ^r^e, food, ccHnmitter, orpniza- 
ficmai and ^Imini^tive, ^res, aikl ^hih ^faica- 
tton Many unkMis are goven^ by a pdicy boaixl, 
aiKl tl^ re^KHisiWttttes cfel^t^ to udcm directors 
vary frmn ccmif^te re^Kn^UHty fm* food servtee, 
twokstorc, meetit^ rcKWis, tHK^t contrcd, pur* 
chashif, prc^rmi, ami mainteoaiM to prfanary le- 
sponsibiiity for housekeepi«% functions only, such 
as space assignment, ^jthig, ami games room 
operations. Many oi the union Imildinp with <klK 
^rvke dcf^iKl on a sti^toit fee for amcmi2Bdim; 
in otters «ich a fee may tM be t^^mry. (^lerat- 
ing fiifNls usually cterive ftxm a vartety of source 
S4^ as stiKkm fees, appnc^riattoiUt and earned 
iiKon^. 

Cdlege unior of^ ir^liKfe ktvim c^ratitms 
in tl^r prc^ranm. Ck>od roanagmiem b essottial 
fm these (^rati<nM which, ti^tl^ with the book* 
store and scnrntimes tl^ athletics def^rtnttnt, are 
the cash n^rchandbcrs of the instituti<ML To be 
cfTective, unkm man^^ dunild have the same 
toob as tlK>se i^uir^ commercial managers, as 
well as immediate ^ess to htformaticm cm sabs, 
COSH of gcmis, inventory, cc^ d payroll, ami in- 
direct costs. The union system of ^rounts sluHikJ 
be integrated with that d the institutkm. 

Unions rembr an important servke to tte te- 
stitutkmal community by remaining open during 
v%atk>ns and other periods when many facilities 
arc ck>sed, thus provklt^^ tf^ only food ai^ recre- 
ational services. This and c^r hctofs unk]ue to 
tl» college uni<»i slmikl be eonskbr^ when com* 
{luring its revenue-f^neratif^ of^ratkms with thox 
of commercial enter(Mlses. While the uni<m enjoys 
tf^ advantages d tax exemptkm and a ^{Mi^^ 
market, these may be offset by unusual servkre 
demarKls, kmg operating lunirs, ami tt^ ^acfemte 
calendar. 

Cottege Stores 

Every institution shoukl evaluate rarefulty tlic 
services expected of its cnllege store. Once the 
(^jecti^^s arc outlined, tlK^ institution must deckle 
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if its requirements are best met by scrvfcc from 
privately owned, local stores; by a cooperative 
somewhat in<lepcndent of the school; by store 
facilities kascd to an opvralor; or by an institutbn- 
ally operated store. If the store is (grated by tl« 
institution, the store man^r ami chief busii»ss 
officer must decide which services to offer and how 
to ftfuuice them, in much tte same manner as i^r 
budgets in the institution are prepaivd. 

College stores have guidelines, MHnmonly calkd 
retail accounting, with which to jiKige the effec- 
tiveness of I heir operations In comparison with the 
c^ration of regular retail stores. Normal rettil 
accountinii principles provide an exwllcnt means 
for mcusuring the tinaiKial success of the store's 
operation. However, profitability is not the sole 
criterion a successful operatkm. 

Instructional materials frequently mu^ be 
tained without regard to the cost involved. When 
this otxurs. tlw store is no Icmger merely a retailer, 
but an essential ann of the institutkin, serving edu- 
caiional needs. CcMperation between academic de- 
partments and the store manager is essential to 
insure accurate informati<Ni regarding these needs. 
The college store needs the income from the sale 
of general merchandise to augment the small mar- 
gin often imnirred in the operation of essential 
merchandise depanments, especially the textbook 
t^'ration. Purehase of mcrehandisc, control and 
evaluation of inventory, dc{»rtmcntal evaluation, 
accounting, advertising, and display in college 
stores shiHild follow established retail practices. 
The college store has tlw sanK physical r^ui^e- 
menis as a normal retail store, and it should be in 
the best traffic location possible. Standards for 
store .size are available from the National Associa- 
tion of College Stores. 

Organised Activities Related 
TO Eddcational Departments 

An organized activity related to an educational 
department is supportiw of instruction and helps 
demonscrale to students the classroom or related 
educational techniques. Organi«»l activities may 
generate some revenue, but their basic supfwrt 
usually is tterivcd from the institution's general 
support — its appropriation and/or student fee in- 
come. Revenues generated by organi/cd activities 
normally are considered incidental, siiKc such 



activhks are c^ratcd primaiily for demcHmiatxn 
purposes. Examples of organized activities are 
demonstration schools, college theaters, hotels or 
restaurants operated for the instmctkm of students 
enn^ted in courees in iKNel or re^urant acfaninis- 
tration, ami stores that sell products (tf cx|»ri- 
mental farms and dairies. The goods or ^rvfees 
created by these activities are iiK^(temal to the 
basic instructional or labmatoi^ experien^ (tf the 
students, in the instruction or laboratory proce- 
dure, expenditures are incurred for raw materials, 
technical supplies^ and service personnel. 

Certain organized ^vities, siKh as laboratory 
schools and medical and dental clinics, c<miple- 
ment the work of educational departments by pro- 
viding program support for in^n^ticn and 
seareh. These activities may provide by-prodiK:ts 
or services available, for a chai^gc, to students, 
faculty, ai^ staff member, or to the general public. 

Because tlusc activities are closely relate to 
education and research, their administration should 
amform to academic lines of omtrol. The chief 
busiiKfss offirar's resptnisibility is, however, stnac- 
what different from that in the usual cdtKati(mal 
and research activities, inasmuch as many organ- 
ized ^tivities invdve more business management 
than (k) educatkmal dej^rtmcnts. 

The direction erf each oi|»nized m;ti^ty gei^- 
ally is assigned to a member of the cducatkmal 
department, and normal busiiKss controls, ac- 
countability, and record sy»ems slKMild be main- 
tained. Organized activities seklom are combined 
into a single administrative unit as in the case of 
auxiliary enterprises and .service departments. 

In some cases cducatk>nal aiHl research ^ivities 
comi^rable to those classified as organized wtivi- 
ties are of such small scope that they arc j^ormcd 
as an integral part of the normal departmental 
acdvity. Should revenues result from such activi- 
ties, tiKry would h: recorded as sales (rf the cdt^- 
tional activity. An organized activity whose 
ojvrations are of major magnitude may be slwwn 
in the financial reports se|»ratcly from other 
organized activities. Even though its (^tailed «r- 
counting may be deccntraliasd for purpo^ of in- 
stitutional ctmtrol, there shouki be central retard- 
ing of revenues and ex[xmditures. A large activity 
may jusiify special superviswn within the educa- 
tional or research department. In this case, the 
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chief busiiKss officer should be consulted in the 
aietection of the supervtMr, and he shoiiki establish 
and supervise detaited accounting rea>rds and 
ciul operating reports as warranted by the size and 
character of the activity. 

Hospitals and clinks admhiister^ in a>ni^tk»i 
with medical or dental sciK)ols are a unique activity 
ami offer special im^lems in the cla^fkation ami 
reporting of operations. Freqi^ntly, iK>^tal$ ar 
clinics are shown as a major item of both rewmMS 
and expeiKiitures in a sej^rate cate^ry. 

The succx'ssful operatk)n of oi^g^aioiz^ s^vitks 
requires cooperation and understanding between 
the chief business officer am! i^<^ic o^rs. 
The primary cAjectives mu^ remain tl^ dura- 
tional process and research activities. When an 
activity ceases to ^rve tl^ objectives, it slwuld 
be reclassified. 

Servicf Departments 

A servfce department provkies a sp^fk type of 
service to various institutional (tepartn^nts ratl^r 
than to individuals and is supiK>rted by internal 
transfers from the institution's c^rating budget. 
Such a service might be purchased from ct»iimer- 
cial sources, but for reasons of conwniem^, 
or control, is provided nwre effectively through a 
unit of the institution. Examples are scientific ap- 
paratus repair shops, glassblowii^ sIk^ instru- 
ment-making shops, statistical and tabulating de- 
partments, addressograph and mailing ^rvices, 
sMfetariai pools, duplkating servkes, oflfee- 
machine repair shops, laundries, photographk de- 
partments, printing shops, travel Inireaus, audio- 
visual services, telephone systems, and motor 
pools. 

Management and operation arc usually the re- 
sponsibility of the chkf business officer, although 
some servke departments, such as a COTifniter 
center or a glass-blowing shop, may be umfcr tlte 
direction of an academic officer or a department 
chairman. 

The rates charged by a service departaient 
should refkct c^rating costs, including salaries, 
wa£^, staff twnefits, costs of materials ai^I sup- 
plies, of^ration and maintenance of the physkal 
facilities occupied, provision for tl^ renewal and 
replacement of equipment, provision for debt serv- 
ice, and a share of general admim'strativa , AAcf 



instituticHial expense. 

Ttttr^rviramaybeprovkiedonadir^ (owner- 
ship) basts or c»i a omtrKtual (rental) t^ds. In 
mstitutions large enough to support a staff to do 

as^gning the adminfetrative dutks to <me i^rson 
as a director of ^rvkes, <^ as a liaison for several 
contra services, is an eflktent practiw timt pro- 
iiKHes better o^a^ment. 

CtASSIFiCATiON OF ACTIVITIES 

The cIassifi^ti<Hi of activities amcHig the thrm 
categories may vary frmn instituti<Hi to instituti<m, 
reflecting differences in the purposes for which tt^ 
activities exist. For exampk, at institutions wtere 
gate receipts are sizabk, intercollegiate athtetks 
should be clas»fkd as an auxiliary enterprise; 
where ^te re^fKs are negligibk ami tl^ athktk 
prc^ram is intetKled primarily for ftudent fmrtici- 
I^tton, intercollegiate athtetics may be clas»fkd as 
an organized activity or identified in the physical 
education departn^t. Am^r example of varia- 
tion in cla^fication is the antral duplicating serv- 
ice, which usually is a ^rvi^ department, but 
might be classified as an oiganis^ ^vity related 
to an cdi^ti(Hial def^rtment if it is qierated as a 
practi<^ latH)ratory for students specializing in 
printing techndogy. 

BUIXiETING AND COST ACCOUNTING 

Each activity in the three categories shcmld Imve 
its own budget and acoHinting system to identify 
salaries, wages, operating supplies, equipment, and 
(Alu:r expenditures, ImitrMt cc^, such as thoK 
for admini^ation, plant qKiraticm, and mainte- 
nance, also sh<H>{d be ^^portioned to ei^h activity. 
C^l> through axi aca)unting is it pcKsible to 
establish appropriate i^te scl^ules, i<tentify sub- 
sidies. If any, and compare tl^ resultmg costs with 
comnwrcial costs. 

The three classi^ticms tem! themselves to binl- 
geting and analysis techniquei^^^h as planning, 
programming, and budgeting systems (PPBS). 
Elen^nts and subelen^nts of costs, unit of prodt^t 
quality, or measure of service can be discerned 
readily. Cost m:a>unting slmild relate the results 
of servke evaluation to co^ elen^nts in a clear, 
timely manner, and should be employed to identify, 
analyze, and compare costs with commercial 

107 



108 



3:2 



Bt«NfiSS MaNAO£MBNT 



counterparts. Deveiopn^nt of budgets, the estab* 
lishmem ctf pric^ pertinent to in^tutional policy 
related to t)^ extent to which a»ts ars to 1^ 
r^n^red, ami evaluatkm (rf i^rvte in tenns of 
stK^^ in meeting pie-estabitehed gc»ts (otl^r 
tlian cHily fin^t^ial ones) can ^omipl^^ 
effectively regarding ti^ services. 

Budgets for auxiliary enterpri^ ami ^rvioe 
departments simid be prepared tlK^ re^nm- 
sible for these fuiKtions and shcmkl i^roved 
by the chief business <^(^f . Budgets for oiganiz^ 



activities related to educatkmal (Apartments, while 
preimred by a o^nizant i^ckmtc oflbxr, shouM 
developed in consultation with tte chief busi- 
ness ofl^r or hb representative. InstitutiiHial 
iina^al and bush^ss pd^es ^khiM be followed 
in tlte management ot aD three activities, and the 
disFK^tk)n of any i^t rewm^ ^louM be deter- 
nnn^ in^tuticmal polky. Inasmuch as tl^ 
primary d>}Ktives of the^ ^vities may change 
over time, they should be reviewed periodicaUy to 
^termine whetiier tl^y are pn^iiy clarified. 



100 

108 



COLMiCiE AND UNIX HRsn Y BUSINESS ADMINISTRATION 



Facilities Operation and Maintenance 



THE OPERATION AND MAINTENANCE crf Imild- 
ings, grounds, and oiter physical f^nlities of 
an educational institutkn! are ti^ reqxnmbittty oi 
physical plant organization. This hu^tkm fails 
within the business administration of an institution 
aiKl should be managed by a qualified peiKHi fre- 
quently <ksignated ""dir^or dl physkral plant 

The physical plant oi^ganizatton is ccmcerrod 
fundamentally with timely service operations, 
maintenance, alteraticms, ami relate £^vity per- 
taining to the facilities portion of a tcrtal teaming 
environment. The organizaticm affect all segn^nts 
of tl^ institution and effectively mu^ provicte the 
le^I of service necessary in a manror oMnpatibte 
with institutional objectives. This activity requires 
efficient* courteous, and doiicat^ persons wto 
also possess technical and professional ^^Ulity. 
Tlw manner in which they perform their services 
Itelps provide an effective, eomomi^ ami har- 
monious total operation* The public relations fuM- 
tion of phyUcal plant employees shcnikl iK)t be 
umtenestimated. Personal contact with an dcfmrt- 
ments, utilizing effective coaununi^tion chanrols, 
is necessary to maintain good rap|M>rt within the 
organization and with all custraiers. There is fre» 
quentiy a correlation between level of maintenan^ 
and custodial service in Iniikiings and resp^ 
shown the facilities by users. An effectiw edu^- 
tional program requires good, properly maintained 
facilities. 

A small institution with only a few employe 
may consider a maintenance pn^ram using ^rv- 
ices of contractors as a means of dnaming vari^ 
skills reeded for proper maintenan^. Good s}^- 
fkation prcparaticm and maintenai^ program 
supervision by the physical plant o^k k ne»s- 
sary, but a quality maintenance program can be 
effected in this manner without maintaining skilled 
craft«nen in all trades on the phy^al plant staff* 



Principtes di^ussed m this cl^ter are uniwrsally 
bei^ficial, regardl^ of dze or management phi- 
kH»>phy of an instituticm. 

Organizatkm and ADMINISTRATK)N 

For administrative {Hiipo^ tl^ phy»^ {riant 
offira should be or^gutized according to functicms. 
The l^ad of the oflke slKHild appoint a supervisor 
for each function that he ^s lUM perMnally 
direct. Normally there are at least six baste areas 
<^ respmsiWlity in t^ physteid plant c^ira: ^ 
ministration, tniikling atkl equipment maintenai^, 
custodial services, utility sy^ems, laiKiscape aiKl 
grcHinds maintename, ami ma^ repairs ai^ 
reru>vations« 

Many institutions as^gn additicmal functions to 
the physical plant of&e, si^h as automotive serv- 
ice, construction planning and in^^eOion, com^ 
munications (teteplKHie, telegraph, mail, and mes- 
senger servke), risk management, purchasing aiKl 
stwes for the physical plant office, safety, Mcurity, 
trafik, fire-fighting, waste disiH>sal, aiKi trucking 
and nKivhig. 

The administrative gnwip carries out the duties 
of man^ement and administration for all areas 
umter the jurbdtetion (tf the physical i^t office* 
This includes development of {K)licy for use within 
the offioe, as weU as (grating guktelines within 
overall uniwrsity {Kdic^. Daily (tedsioi^ are 
r^cessary for effective use of sts^, material, axKl 
mor^y; effective sch^uiing is e^ential, with all 
work ompleted as required or pr«nised. Eff^ve 
man^ement omtrcri r^uires per^s with pro^ 
fes^onal knowledge in labor relations, career 
trainif^, data processing, buiklings, and relate 
systems, rantracts, aiKl record keeping. Tl^ {rii^ 
ical plant administrative staff stRmId be i^re^nted 
at the decision-making level on all matters aff^- 
ing the oB^. 
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Effective budgeting for the complex functkms 
c( phy^al plant operations is critical. CompetiUon 
for ths limited fumis available has rnised state 
legislators, governing boards, and institutional 
couiKtis to seek appropriation standante or formal- 
izatti^ criteria to provi<te equitat^ dsstributiini (rf 
funds to institutions within then- chaige. Although 
no wiifely ^xepted system has been cteveloped, 
wme states have determined formtUas for alfoca- 
tton of their physical plant tmdget miMieys. Ti^ 
system of unit mst allocation (cc^t per squai^ 
foot) is the mcst widely used system for bucket 
allocation, but has many inequities if used exchi- 
sively* Many other variables that bear heavily cm 
physical plant costs are not taken into considera- 
tion by averaging tt^m into a unit square footage 
cost 

The physkral plant budget dioukl provkte for 
normal and recurring (^ration ami maintenai^ 
of facilities. Funds for other purpose such as 
building alterations for a particular dej^rtn^t or 
college, should come from other sources, such as 
the department or collie making tte reqi^. 
Tnat is, no services otl^r than rmitine erratum 
and maintenance should be provide unless t^y 
are charged to the user department or college or 
to a special account provided for st^h projects. 

Records related to payrolls, billing, material 
ordering, and dispatching of work ordei^ are im- 
portam to the conduct oi physical plant q>erations 
and often can be maintaincHl cm data processii^ 
equipment. The director oi physical plant mu^ 
have effective production rontrol and cost contnd 
and analysis, requiring rapid f^dback with iXK)re 
detailed input and ou^t mf<mnation than is 
available on normal fund ledgers. 

A record file of each buikling stould be main- 
tained in the office of the director d physical plant. 
The records should include name ti^ buikling; 
date oS construction; original cost; date, nature, 
ami C(M tsi major renovations; utility systems; 
fioor plans; record of (minting and routine mainte- 
nance; and original architectural drawii^ and 
^mstruction sf^ifications. For curate informa- 
tion and future use, tl^ file alw slKHild include 
*'as buih plans'^ and the workit^ drawinp ami 
plans of subomtractors af^ e^h mechanical brade« 

Labor relations is increasingly important as 
moT^ eroptoyee organizations, uidcms, and otl^i 

no 
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tmrgaining units are formed. Good f^i^mnel rec- 
ords are t^essary and in-house training prc^rams 
for staff and superviwrs are hi^ly ^^rable to 
emrourage the best motivating and managing tech- 
niques. Techniod kIhm^ cm be used in lieu of or 
in ^ktiticm to in-!un^ training. Ai^renti^ship 
programs are an alterative wi^ instructors are 
not avaiteMe fnmi cMter source. Although the 
tabor relations fuiwtion is crften admin^ered by a 
rantralized perscHii^l or labor relatkms c^m, that 
offke sluHikl have tl^ actiw ccK^ratiOT of ttie 
director ctf physical plant. For a (fetm^ treatn^t 
of this subject, refer to the chapter ""Labor Rela- 
tions and Collectiw Baigaining.** 

Effective managen^t of buiUings and systems 
requires prcrfes^nal and techn^ kiK)wledge of 
such facilities ami may necessitate having et^ 
neers, architects, draft^nen, ami estimators on the 
staff or on a consulting basis. This group should 
analyze systems, mocte of c^raUon, and sel^tion 
of replacement materials or syirtems; prcf^rc dkxu- 
mmts for ccmtrwtual maintenance aiKl renova- 
tions; and recommend ^amiards amstn^tion. 

BUiLIHNG AND £<H'!PM£NT MAINTENANCE 

Buikling ami equifm^t maimenai^ inclmtes 
all items related to routine repair of buildings, 
structures, and utility di^ribution systems, includ- 
ing msrmally r^rring refmirs ai^ preventive 
maintenai^. This ^rvice is provi<ted by carpen- 
ters, electrkians, plumbers, {^inters, rooferg, 
steamfittcrs, tin^iths, and mher skills woricers. 
In lai^e institutions, each of tte^ dulls may be 
orprescnted by a sej^rate staff with an appn^riate 
numt^r of supervisors. In small institutions the 
maintenance crew may be limits to (me or two 
persons, including tte dtrcctor. The work shoukl 
be plani^, organist and scl^u^ cm bms 
of regularly required ^rvking, en^iigency repaid, 
and annual requirements for fating, major re- 
pairs, and other preventive maintenamre activities. 
When extensive repair or renovation projects must 
be competed durii^ brief periods, such as t^tween 
^ssions and during varation periods^ ^iditional 
help may be employed on a temporary basis or the 
projects may he perfora^d und^ ^trKt. If a 
I^rtkular project requires skills or ^tly equip- 
ment not available at the institutkm, the services 
ami equipment stoukl be d)taii^ from outside 
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sources on the basis of competitive bids. 

Modern maintenaiiM prv^rams may incliKte 
communkation systems, two-way radio systems* 
and do-it-now ca{^biiity, as small crews with 
tntf ks fitted for their ^rvice speciahy« with sup- 
{KHt crews to complete schedukd maintenaiice. 

Formalized^ plani^ maintenai^ pn^rams for 
small and lai^ operatkms are (fe^ra!^ a^ in 
most instaiKcs, once organized and implement^ 
wiil pn>vi<k the most eosmnn^ c^ration. I^h 
programs can be automated for greater e^ei^. 
The need ami the program shouM be comprehen- 
sively evaluated from a fumrtiimal and eo^KHnkal 
{H)int (tf view before work is initiate. In tl^ kmg 
run, a wcll-i^anned maintenai^ prc^ram will saw 
money. In the slKirt run, it can be quite costly to 
organize and implement but if d(H^ well will r^ 
benefits in addition to the flnamrial considerati<ms. 

Consumption of utility is a ma^r item m phys- 
ical plant biKigets. Systems ^m^miing tl^ util- 
ities must be in good (grating ^miitira to av<^ 
an inflated financial bunten. Diligent mveiUaiM 
am) maintenance are ^sential in k^ping tl^^ 
systems in gcK>d operatii^ ^mditira. MaintenaiKe 
mechan^ must be well-train^ and a ccmtiniKms 
regaining program is n^^aiy to keep tl^ 
abreast of changes m technoto^. CU^ attenticm 
to (grating hours« peak k^ds, ami waste <A util- 
ities also can have significant imj^ cm tte utility 
cost. Ocxasional review by OMiwlmnte may ii^ 
cate how to n:duce ^t$. The contrc^ systems cm 
mocfem heating ami air comlitioning systems are 
ccHnplex and require traimd t^hnkiai^ to assist 
maintenai^ crews. 

Many older buildings omtaln ii^fi&rient, un^v 
nomical systems ami obsolete structural compo- 
nents. There may be requirownts for improved 
heating systems, addition erf air cc^ditk>ning, 
oflice equipn^nt, improved lightif^ ami iiKrrased 
electrical caf^ity. All prcqx>sed changes shoM 
be reviewed by professional engii^rs and pr»:ti- 
cal solutbns develoi^ before elisions are macte 
reprding repiacen^nts, nKKlificatkms, ami 
renovatkms. 

Custodial Services 

Custcxiial care includes rautim duties to keq> 
interiors of buiklings in a presentable condition. 
In »^tion to maintaining floors and r^rcxmiSy 
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custodians also wash windows, walls, and Venetian 
Minds, proviite »iow r^xM>^ adj^rat to Imikiii^ 
entraMes, and may perform minor maintenance. 
Tte ^tHip may xrve as a ^bm pool to provide 
^stance in movt^ and setup for q^tal evmts. 
Cu^odial maintenam^ c^raticms may ii^iKfe use 
of sp^Hali^ed crews for scmie operaticms, such as 
flcKMT strif^nng and rewaxii^ R^rdtess ot their 
duties, cu^ocHaiB must know thdr job exf^ctan^; 
that tl^ dutfes shcmkl be itefii^ 

Cu^odia-is u^mlly r^wt directly to thdr woric 
a^gnc^L Thb diminates tioie in travel to 
am] frcmi the phy^al j^ant mtministradcm buiki- 
ing. For maximum efficiency the cleaning portion 
(A autodial s^vkes im>vkfed after 

m>rmal class and oS&ce hours. Buildii^ with hig|i 
weekemi use shcmM be cm a seven-day schedule. 
Actequate training of new employees and a peri- 
odic retraining program dir^tly influei^ qrafity 
ami eflkiei^ c^ service* Unifdrms ami icte^i&a- 
tkm may be provkkd fot custodians. 

The wc»rk a^^nmem for each oistodian and 
the clranUf^ss recjuiremente of eadi Iniifaih:^ will 
vary, depemiii^ on the tHiiUii^^s i£se. Each iHiild- 
ing ^KHild ha\^ its individual ^^ning piiofiti^ 
by speci& areas. This tnwres ck»ih% critted 
areas regardless of daily manpcnwr flivtuaticHi or 
traflte, 

Supervisoi^ must ^hedute tl^ wcHk effectively. 
If work scl^dutos and accftii^on ctf materials are 
plann^ in advan^ efficiem use erf staff members 
oat be achteved. Supervisors should j^epare work 
assignments t^sed cm d^y process. Variatkms 
from the UHal time estimated for each assignment 
shouki reviemd and exj^ined as i^irt erf the 
supervisory re^Kmsibllity. Prc^r sch^uling re- 
quires careful evaluation of each buildings aware- 
ness of the ac^cfamfuc and administrative calendar, 
ami %a^>nal consicierations. Ski|^rvbo» ako mu^ 
keep abreast erf new prmlt^ and ^uipment This 
is esf^dally important in view erf hi^ labor costs. 
They also shouki be c^sulted on design and on 
materials being cmisider^ for ocmstructiem 
or alteratic»] projects. Tl^r ad^oe may saw main- 
tenai^ cc^s am! years erf cennplaining. 

Local, state, and feeteral safety standards and 
institutional poUcies reganih^ f^litses use will 
have an impact on the need fc^ cu^cxiial 
sendees. A camjHis cmlinaiM fc»iriekimg ckm^ 
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tic animals in buildings^, exo:pi sccing-cyc dogs, is 
nscomsnciukd. 

Operation and Maintenance 
OF Utility S\'st£Ms 

Utilities incliuk heatings cocking, powr aiKl 
light, water s^upply, sewage treatment, gas, and 
other utilities necessary for the operation of the 
institution. It is a major and costly item in the 
physical plant budget, and pructent managen^nt 
decisions are essential to obtain the most cft^ve 
fvsults. The diaxtor of physical plant must con- 
tinuously analyze the systems to assure ivIiiAle, 
efficient, and ecom^ical operation. Tiw utility 
system operation and maintenance procedures 
need to be closely correlated with the overall 
building maintenance pn^ram. 

It is recognized that institutions may have vari- 
ous systems. These range from total purchase of 
utility services to the ca^Mibiiity to produce and 
perform all services or a combination therectf. In 
some urban areas where buildings are in dose 
proximity to a utility plant, it may be more eco- 
nomical to purchase both electricity and heat 
(steam or high-temperature hot water) from local 
utility companies rather than to generate them. 

i3ecause utility companies supply their products 
at various rates, a thorough study often is required 
to insure that the rate paid for a particular service 
is the most advantageous. Utility rates are con- 
trolled by state commissions. Utility companies 
are staffed with rate experts who usually will assist 
institutions in determining whether they are sched- 
uled on the pro{:N?r and most advantageous rate. 
An alternative is to have a professional rate engi- 
neer periodically review utility arrangements. 

Construction involves long lead times znd 
utility Iliads must he projected continuously for 
at least five to ten years in advance. Distribution 
systems should adhere to a master plan that 
projects into the future as far as possible. Voltages, 
steam pressures* and pipe and cable sizes selected 
for distribution systems must anticipate future Icmd 
growth. 

Utilities must be planned not only to meet ex- 
pected maximum detnands, but also to provkle 
standby capacity as a back-up for equipment fail- 
ure and to allow for equipment shutdown for 
mamiatory annual overhaul. 71^ decision to gen- 
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emte electricity in miditicNi to heat must weigh the 
economics of tl^ relatively simple i^ating ^stem 
against the more a^mpUc^ed total enei^ system, 
th^ is, utilizing a turb(^nerator to produ^ elec- 
uktty at the san^ tin^ it reduces the pressure of 
steam so that it may 1^ distribute for campus 
heating and ccKJling loads. Electrical tie-ins with 
utility TOii4>anies provide a b^k*iq) source for tte 
total energy system. A record of tl^ degree^ys is 
a vital fxtoT in the plant hkts required for beating 
aiHl air conditicmii^ 

in order to cfctermine ibc most desirable air cc»- 
ditloning system, a thorough review ol all costs — 
installation, operation, and maintenance — must be 
made of the available types of systems. These gen- 
erally incluik antral chilli-water plants* imli- 
vidual systems that crol one building, ainl iinli- 
vidual room units such as window' air conditioners. 
The antral chilling plants or building units may 
be ctf tl^ absorption, centrifugal, or reciprocating 
type. 

Fuel systems ii^lude gas, oil, and ccml. Gas is 
by far ti^ most amveniost fuel but is not always 
availaUe. Its price can vary fn»n the least to tl^ 
most expensive, ikpending on tl^ area and type of 
service. Oil has slightly better availability but less 
convenience. Coal is tim nK>st available fuel In 
most areas. Its e\^tuation must include freight, ash 
removal expense, purchase and maintenai^e of 
handling equipments additional operatc»^, and re- 
quired storage space. Gaseous and particulate 
emissions must meet federal, state, and local laws. 
Minimal environmental problems arise frcmi use 
of gas. The serious pollution probtems resulting 
from the use of ctxil can be reduced by installation 
of cfTective pi^ipitators. 

Water may purchased frcwn a municipal 
source or the institution may oj^rate its own water 
system, including supply. In eitlwr case, the water 
supply must be tested to assure that tl^ chemical 
characteristics of tl^ water will not adversely 
affect the plumbing system or laboratory apparatus 
through corrosksn or deposlticm of solids. The 
water supply also must be cl^ked frequently to 
assunr purity and to guarantee a consistently ae- 
ceptaMe pixxJucL 

Sewage or waste water trcatn^m normally is 
purchased from a municipal plant with the a>st 
being proportional to water consumption. It there- 
fore Is desirable to review frequently the use of 
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water and to iirplcmcnt wa.cr coniM^rvation pru- 
gnuns to prevent waste. 

Operation of the utility sy&tem requires tech- 
nical competence and constant sufK:rvision« Plans 
for tnodftkatson or expamion of utility systems 
shouki include the latest engineenng devek^ments 
and use (tf automatic control systems. Proposals 
for boilers ami other high-{HV$sure vessels shcnild 
be reviewed by the insurance carrier's engineering 
and inspecti<^ divisions, because safety and risk 
featun;s systems have a direct bearii^ on pre- 
mium rates. 

Dcciskms in such matters must be made with 
the assistance of comf^tent engineers. Larger in- 
stituUons may have the competence on the staff, 
while smaller institutions may have to rely totally 
on a ecmsulting engif^r. 

Landscape and Grounds Maintenance 

Maintenan^ of attractively lamJscap^ grounds 
wiU enhaiKTc the re^>ect shown the instituti<m by 
students, staff, and the general public. This respon- 
sibility requires a staff suffklent to maintain lawns, 
shrubbery, lk>wer l^s, walkways, and {irking 
areas, and to remove snow and perform similar 
services. In additk>n, it may be advisable fo c^Kain 
prcrfessional servkx for both landscape design imd 
supervision of the groundskeepers. In large institti- 
tions, the respcmsibilities may r^uire tl^ attentkni 
of a full-time staff member; in institutions with 
limited requirements, tin; servi<^ may be obtained 
on a contract basis. Some in^tutions use local 
nurseries for all grounds maimenance work. 

A master plan for campus landsca;^ devetop- 
ment and utilization shouki be prepared by a laiKl* 
scape architect engaged especially for tl^ purpo^ 
or by the institution's su{^rvsssng archit^t Ti^ 
master plan shouki include projections of the toca- 
tion of future buildings, roads, parking lots, walk- 
ways, ami playing fkkls and stouki give conskiera- 
tion to the locatksn of subsurface utilities aiKi the 
practical aspects of maintainii^ all items in the 
most efficient manner. Supervisors a>f^med with 
campus maintenaiKc should be asked to study and 
ai^rove any master plan and modificati<ms of It 
before it is adofrted. After a master fAm has l^n 
adopted, all planting of lawns, trees, and shrubbery 
stould proceed according to the plan in order to 
insure consistent developmenL 



Major Repairs, Renovations, 
AND Alterations 

Major repairs and renovations to tniildings are 
nei^ssas^ from time to time to keep the ramiiticm 
of buiklings and their systems at an araejnaMe 
level for use aiKl to m^t safety stamlards. This 
activity inciiKles replacement of roofs, waUs, floors, 
ceilings, and Ughtii^; tt^k pointing; and upgntdin^ 
or replacement of electri^ and n^hankal sys- 
tems. These Kiivities are not omskter^ ncmnal 
maintenai^, sinra they are usually large in ^3pe 
ami are j^rformed infrequently. To the extent that 
fumis are availab^ amcnmts are alk3cated to the 
physkal plant ofitee ami identic umter a seimrate 
category such as major plant projects. 

These promts often require des^ ami engi- 
neering plans ac^mipmied by fcHmal estimates. 
Estimating procedures that have proved to he most 
relkible are those that have utilized cc^ ^andards* 
Ths^ standards can acquired or ctevek^^ 
hxally in accordai^ with the local market. 

Ai^ckmic ckpartments ami luiministrative 
offices may request rocm modificaticms aiKl specify 
new environn^ntal ^mdi^ms due to chai^ in 
prc^ram m fuiKtion. This type of change is iitenti- 
fied and fum^ under anoUier category si^ as 
alterations ami improvements. Information and 
costs for the devek>pfnent erf the$e int)jects stouki 

provide by the physical plant c^toe. 

PeiformaiH^ of major repairs, renovatkms, and 
alteratksn projects in additicm to normal mainte- 
narce reqtures careful sch^uUng. It is impmtant 
that the dif^or of physical plant be a^ris^ (rf 
the volume of this work simultaiKousJy with re- 
kase of operating budgets so that plann^ use of 
manpower is continually possible. At any rate, 
arrangements should ma^k in cooperation with 
— and normally under the dir^cm ci — the phys- 
ical plant c^Sce. 

(tee of the more suc^s^ ways of oi^anizing 
the work pro^ss to accomplish major projects is 
by as^gning a preset ^pervisor. This fixes re- 
sponsibiiity and provides a speci& source for 
decision making and coordinati<^. 

If a pit>ject canmH be {^rform^ 1^ tte phys- 
ical plant staff for any reason, the work may be 
assigned to an outskk c(»itractor setected on t^ 
basis of the lowest acceptabk bki and such faeto» 
as timelii^ss, quality, and c^hetic consi(kration& 
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This procedure assigns responsibility for butkling 
mixlitications and repairs co tin; director of phys- 
ical plant, with whom ^h responsibility ^KHild 
resiik. 

Building standands c»- codes ^ukl be ckwi- 
op^ to provkk minimum requiien^nts for all 
building and remocfelti^ and some institutiims 
must comply with federal, state, and local codes, 
as applicable. This insures that the structural and 
architectural integrity of the campus buikiinp, 
groumis, and utilities will be maintained at a h^h 
level and proviifes for special needs COTMrnii^ 
nn\ safety, and accommodations for the handi* 
capped. Without these standards, new buildings 
can be functionally ami aestl^ticaUy depleted in a 
s}K)rt time. Building and remockiing plam shcnild 
take into consiiieraticm items previously stendard- 
ized by the physical plant ofike, ^h as key sys- 
tems, door closers, and items for whkh replay- 
ment parts are kept 

Physical Plant &iops 

The physical plant oflice must be provkled with 
a shop equipped with the basic tools ami machh^ 
required for the maintenamre function. Its size and 
the variety and sophistication of equipment will be 
governed by the number of buildin^^ and the ex- 
tent of the grounds. Most in^tutions cmstn^t or 
assign a separate building exclusively for this pur- 
pose, usually on the periphery of the grounds. 

It is beneficial to have a stores-supply c^mtion 
and a salvage fuiKtion associated with tt^ shop to 
fully benefit handling of the large volume cf sup- 
plies processed by this c^ratiem. 

If practical, ti^ service building shouki house 
the offices of the director of physical plant and his 
staflf and also should serve as tin: headquarters for 
the maintenance stalf. With the exception of cus- 
todians who go directly to ami ctepart from their 
duty stations, all plant emplo)^s shouki report to 
a central j»int in tlu: scrwe building at both tl^ 
beginnmg and end of their working hours. At large 
instituticms tlwre may be several rcj^rting stations. 

An essential ^junrt of tl^ phys^l {riant ^p 
is a storeroom or warehmise for supplies used in 
plant operation ami maintenance. If pc^ible, tl^ 
storage area should 1^ in the servira buikling, ami 
all shop supplies should be delivered there. 

A person shouki be designated as receiving clerk 



to verify shipn^nts with purchase orders ami pl^ 
pyodt in storage or inventory Momiing to a pre- 
detennmed system for inventory ccmtrol ami for 
eflktent servk:e to those lequirii^ s^kk^. With- 
drawab from stores shouki be by requisiticm kkn- 
tifying tlte buikUngs ami vmA ortkrs invtAwd. 
This procedure provi<fes data ^^tial for cost 
accounting and for ^mtrol ctf materials. Hie vari- 
ety and vcHume of supplies stocked will be deter- 
mined by the size aiKi ccHnplexity of the institutkm 
and by tocal availability. Tte suf^rvisor should 
review the inventory at least imnually to determii^ 
that ^ock am! pn^K^ed purchase are limited to 
essential aid r^ulariy uxd Items. 

Other Physical Plant Ser^^ces 

in addition to the reqxm^lities ami functicms 
ctescribed alKn^, tte physical plant offi^ fre- 
quenUy is assign^ respcHBiirility for constn^on 
plannii^ and ii»i^tk»i, ri^ management, pur- 
chasing and stores for tl^ phy^al plant c^ke, 
safety* security, traffic, fire-fightmg, and trucking 
and moving. Other assign^ activities arc <fescribed 
bek>w, such as automotive ser^^, communica- 
tions, and waste disfK^. 

Autonwtive Service 

Responsibility for administrative control, main- 
tenance, service, and rcfmir ot institutimally 
owned motor vehicles may be assigned to the phys- 
ical plant office or may be assigned to a nuUor pool 
(grated as a service department. Autonndriles 
usually are available for use by fxvity and staff on 
the basis erf approved requisiti<His. The extent f- 
whkh an institution malntams repair facilities for 
its motor vehicles and equipment ekf^nds on the 
number of units. Jf large numbers of vehicks are 
involved, institutk>nal rej^ir sIk^ are eccm<Hn- 
ically feasible. Some institutions may use vehicle- 
rental agemries that supfriy caf^ tn^ks, buses, and 
other types of motor units cm an annual contract 
basis. 

Communkatiims 

Responsibility for supcrvisbn of the ccnnmuni- 
caticm systems may be assign to Uh; phy^cal 
plant office, but the polky is determined by the 
administration. liKlud^ may be telephcme sys- 
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icms, interoffice commumcaticm systems, and mail 
scrvkc. Requests for ^kiitkmai or expon^d ^rv- 
should be evaluated urardiiig to ttn; estab- 
lished need for tl^m ami with rscc^ticHi oi tbs 
cost involved. New ami impioved systen», si^ 
CentreT^ switchboards and visual cU^^ys tor in- 
formation retrteval fum ^tral data banks, may 
be iropkfl^nted where practical* 

Handling ot mail mnnmlty r^uires a centra 
mail room in which mail is reived md sorted for 
distribution to vari<ms <tesmrtments. Lar^ge ii^itu- 
tions will need perscms to cdkrct ami distribute all 
mail. 

Wasie DisfHtSiU 

The apprcmcltei used by oriteges and univer* 
atics for di^K^ 0t ^d, Ui^iid^ mKi gase(N» 
waste are to different frcmi tlKise used by nuwt 
commercial oiganizations. 11^ {^yskal jrfant 
office may be resprasO^ for ^rm ami sanitary 
sewer lines (m the in^tutkm^s gnmnds ami ato 
for the runoff of rainwater beyoml the insti&itKm^s 
prc^fty lines. Alttoi^ an ii^tutkm may Imw 



its own sewage treatment system, tlife serv^ usu* 
aUy is contracted with tl^ tocal mimidiaUty. 

Solkl w^e disp(^ is a okmi^x ami eostiy 
activity. Several metlKKis can be used: UKii^ratiqg^ 
shreikiing, romi^ctingt haulii^ to a lamlfill, cm* a 
omdMnatkm erf t!^ n^Kxts. li^tuticms may 
ekct to omtract thb serv^ or haiu& it them* 
selves, but a r^k)ml cooKpi (rf ^ilkl wa^ dis- 
posal with cni^rcimmiunitks is recommmtol. An 
institution that haiHltes its own boM waste di^»os^ 
will fiml it iMM^ary to make a siz^^ investm^ 
in ccmtatrcrs, onni^ters, tranqxNting vehtetest 
ami (Kber related ^u^m^tt. 

R^ryding of waste fmper and other recydabte 
materials im ressik mumaUy b mtt e^mcmr^Uy 
fi^trie, but wl^ s&Htems ha^ imgrams for tUs 
fmrpose, tN (Ay^al plant c^ke slwuld coc^rate 
as mi^ as {Ki^lrte. Tte Mnqtexhy ci the prob- 
lems of solid waste di^x^ and stiing^^ in gov- 
erning legutotiims make it q^mrnm that iiKlividaal 
sc^ticms by snmll i^^s are impr^ttcal ami 
greater coc^ieiBtira h nera^ary at the ccmimimity 
level 
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Facilities Planiiing, D^ign, and Construction 



IN PLANNING NEW CONSTRUCTION, an UlStitUtkHl 
tir&t must establish geim^l gukklines before 
nH>fe sp^fte »sues can be settted. New con^ruc- 
tion mu^ be coiKetved in terms of a master {Han — 
a ccHnpcndtum of the institutkMi^s educatkmal 
philosophy ami s^^mie progmms, ^faninistrative 
stnictuivs, kiiKl ami number erf students serml, 
rate of growth, fsKnIities needed to accomplish 
these goals, and resources require. physical 
plan, a component of t)^ master plan^ detemui^ 
where a new structure will be tniilt, and is an 
important i^rt of the overall program ci in^tu- 
tional growth. Questions ecmcermi^ use of a pro^ 
posed facility aiKi its relaticmship to tl^ acactemk 
master plan« relationship to other facilities, rela* 
tkmship of oi^ department to anotl^r, am! fecial 
requirements such as laboratories must an^ 
swered before architects can design an efficient 
butUing. 

An institution may use its own staff in ramfHlli^ 
a master plan, or it may hire a firm with total plan- 
ning ca{^bility. Many archit^ural firms empk^ 
consultants in education, traffic, security, ami otl^r 
fklds pertii^nt to colleges and universitks. An 
instituti<»T po^biy may dMain fr«n such firms a 
more objective analysis than numbers of its own 
staff miglit provi<te. A disadvantage oi this n^tlKsd 
is cost* however, instituticms and large onmmrcial 
coiKems often have fouml that an in-h<mse staff 
with tcrtal planning and cte^gn ca{^ility not cmty 
may result in false ecoiUHntes over the long term^ 
but also may often fui^im at grraler cost, pro^ 
by proj^, tlmn tl^ ransultant*practitkHier. Ewn 
if a a>llege or univer^ty plannii^ craunittra 
gatlurrs most of ti» data, it may be advisal^ to 
olMain some »tvke frcm outside c<»miltant9. 
Wl^n hiring a consulting firm, an institution must 
ckariy define the tasks delegated to it as well as 
ttose tasks to be handled by staff planters; tl^ 



engagement of a consultant does not lessen the 
resp<M»ibiiity of stafl: pinners. Coinprehens« ve 
planning is a>mplex, aiKl a detaitod contract that 
t^i^ts both parties is es&ential. For a (tetailed 
treaunent <tf kmg-range planni^ refer to the 
chapter ^Institutional Planning/* 

Long-Range Facilities Planning Committee 

Respoi^trility for revving a»i revising the 
physical plan should fall to a long-range facilities 
planning ccmimrtt^. To be effective, this ommiit- 
tee should have broad-t^sed representation, with 
staff spedali^ ami tnembers of tl^ administration 
aidf^uhy. 

Comprelmisive physical plannii^ is difficult for 
a new college or univcr^ty, and even more so foi 
an e^af^Iished Institution, where the plan must con- 
tain a pattern for growth that is int^rated with 
tlHT Plans crften mwi be revised because <rf 
changes in cducatkHial (Ajectives, teachii^ tech- 
niques, and fumiing. Thus, planners regularly must 
schedule reviews ami revisions tif the ph}'sical plan. 

In addititm to maintaining the physical plan, tl^ 
long-nu^e f^illties planning cramiitt^ usually 
serins requests fcH* new ^mstrwtkHi and major 
renovatiCMis. TIk annminee {^ricxlically shcHild 
examif^ tf^ prepress of new pro^cts, as»i tt^ 
prcwtent then siMMild tn^e r^nnn^mtatiMs to 
tl^ gowniii^ brard a>iMmi^g relatiw prkmties 
of ron^ructi(»i ami renovation {Mojects and tt^ 
best n^thods for impten^tatfcm* 

Programming the New Project 

Ad Hoc Planning SulKommittte 

Owe 1^ a>iMrwtion w major r»K>vatkHis ate 
approved, an id Iwc subcmmmttee ^cniki be 
appointed. The work of the subcommittee is to 
guide project planning ami to assist in the devek^ 
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mcnt of a program for a specific building. Rectun- 
ntendaticms frmn future users should be MitMnitted 
to tix subctMnmittec with KcraiiKuiying ratkniate. 
ilte {^ysical plant oBce tbmiid proviife technkal 
data cfMiceming the rite ami utility and, later, 
evaluations of various structural, electrical, and 
mechankal systems reaMnnKmfed by designers. It 
is hei^vi for nKmbers ci the subc<»nmittee to vi^ 
recently built facilities similar to those they are 
planning. By this means, unsatii^Ktory feature 
eaa be avoided ami gofxl f^ures can influ^^ *^ 
devek^^nt project des^. 

Profect Program Requirements 

The work of the subcommitt^ should culminate 
in a statement oi user requirm^its, ctmmxNify 
krown as the project' prx^ram. Although some 
histituticms work with (k)cumait8 mch as 
frmn planning confereiures, the% records are k!- 
dom as effective ^ ftMiiial program documrats, 
which help architects and engine rs by providii^ 
three kinds (tf essential hifcHm^kHi. Pnm ti» 
master plan, thr project prc^ram uses guidelines 
ia areas such as tl^ hitfitutitm'g ^h^ukmal phi- 
tosophy, academic and research prc^rams, plan- 
ning criteria, ukI projwted growth, j^iedlk fea- 
tures (rf tlK buiUif^ are ikteimiiKd 1^ titt 
subamunittee, based <m dai& co&e&cd. Rnally, 
f rc»n technical infonnatiOT i»«p8red 1^ tlw p^- 
kal i^ant crifi^, titt project program se^s (teta 
pertu^t to the pro^ indvdh^ utilities toca- 
tkms, electrical chai^terist^ ami test bc^ii^ 
lB8tituti(»8 smnetima have a con^nutkm stan- 
danb hamftxxHc, which mttliites ^mbustntfive aikl 
planning infonmuion, s|^lkatkNi doctunentati<m, 
design and construction requirements, and mate- 
rials. Hk subocmmUttee »mtinites to vrark afi^ 
architects and engimers haw been eng^^ co- 
operating with them and the institutkm's facilities 
(riannu^ staff. 

Selection of Architects and Engineers 

An important re^xn^tnlity in preparing for new 
ccmstn^tion is tte setectkm cl uichitects and 
engiiKers. The a|^^rance, eflkkwy, anl cost <^ 
a buiklii^ — iiKhiffing (^)er^iai and roaimenuice 
expenses — are largefy a result oi their (te^. With 
appn^riate participatl«i of the k»^-rai^ fadl- 
ittes plannii^ cmomittee, tte pr^(tent will make 
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n^ommciKlations to the governing b<m^ on tl^ 
selection of arehitects and engineers. Normally, sn 
arehite^ will be hired, but somr, pro^cts may re- 
qwre the services oi an ei^iteer akme. 

Design competitkm is me method (d Ktectii^ 
arehhects. However, this offtkHi crftea is uw ex- 
pensivf^ and tinw-omnmihig to be u^ful. An alter- 
nath« is a careful analyris oi ^ r^uiremeitts <m 
the <Hte haiKi ami capid^tties (tf availabte arctu- 
tects on the other. Among the important qualities 
to took for in setectkm an archhect are des^ 
int^ri^, technkal cmnpet^ifie, aiul mteriMretati<ni 
oi pn^ram reqtdr»itents in tlie ^8|gn. EvahiaUm 
oi all ttese fect(»s cmi be a^xMni^isl^ i^r- 
sonal inqsectioi erf C(mipleted projects. Architec- 
tural fees and services to be performed are addi- 
tk»uil f^ors to be C(»»kfered in tite setectitm of 
an architect 

Once the architect is chown, die partks shouki 
sign a oratract that states assistance the institution 
will render, servkes the architect will provkie, and 
remufteratkMi Ik vdH receive. Moa ar^te^nti 
contracts are modifkations of a standard nuxkl 
recOTiDicnded by the American Institute of Archi- 
tects. ArcMtectural f^ may ccmfonn to a scale 
establisl^ by a kcal poUti^ subcfiviskm for work 
done at institutions umkr its control, or may be 
itegotiat«l with the ardute^ on an iuiivklual basis. 
In any ev^ Ute fee is bas^ primarily on emt 
of cimstni^icm, with soote c(stskteBti<» givra to 
tlte dmjrikity or craqdemty oi the intikUng. If an 
architect engages the services of engineers, the 
architect pays fw tbeU- servkes fnm Ms fee. 

The iiatittt & » pays tlte ardritect ^cimfii^ to a 
scheduk agreed upon hi advance. A typical 
arrai^entem mi^ be: 

Percmtof 
TotdFu 

1 Schematk De^gn J 0-15 

2 Design Devetopmoit 15-20 

3 Workii^ Drawings and 

S[»ciflcati(ms 40-50 

4 Supervirion oi C&nstniction 20-25 

AiKMher system hi use is based on hourly rates for 
the archhect, de^gners, draftsmen, sp^fkatkim 
writers, and special consultants. The charge usually 
mchtdes a markup for overh^ ^Mts ami requires 
separate tnllh^ for out-of-pocket expenses such 
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M travel long-distance telephone calls, am! blue- 
prints. Umfer both arrai^einents, if the imtinitkm 
cfeckfes to terminate the project or <fi%<Mitiniie the 
^rviccs of tiu; architect, it fmys m\y for ^rvices 
rencter^, with a ncminai aiiKHint ^fed to wwr 
ti» architect's final expense* 

Desksn 

It is primarily archhects ami e^in^rs w1k> 
carry a (Hoject through tte itesi^ sti^ until tt» 
job is re^y for bicklii^. Thsy Kcd &msi^t2bk 
a^stance from the ad 1^ friaiinu^ sutemnmittee 
and the facilities plannh^ ttafT, and may require 
the akJ of con^ttants. Architects ccM^ive the (te- 
ugn^ while ei^neers are reqxm^>fe for ck vising 
QTstems to Bt the (te«gn. The process requires the 
exploration of 'Jl ofKions, development of com^s 
ami costs, and then refinement^ ccnection^ »id 
coordination of all drawings and estimates. Hie 
major steps in the design process are sdiematte 
design, design develqnmnt, ar^ workii^ drawfaip 
ami ^)eGtfkati(ms. 

Cmsultanis 

Even in tl^ earliest stages of des^ architects 
ami engii^rs may require help frmi amsuhants in 
solving ccnnpticated prcd>lems in ^^iaHmrpose 
buikllngs and in ^^ialtkts such as aiKik)visual 
equipment, ^cHittics, interk^ ctes^, foml ^rvi^ 
and iaiKiscape archit^ture. arcfritect ami in- 
^tuti<Mtal representative siKHild mtervkw the con- 
sultant, state his reqKWsiUfities, and require a 
memoramlum from him that cteUneates servtees to 
be provided ami tl^ir rost Tt^ institution rather 
tlmn the architect has final approval of consultants 
added to tte (te^gn team. If a »>muhant is ap- 
proved, his fee may be assumed the architM or 
paid by tl^ institutkm. 

CiHHtliimtiim 

Whh many persiHis workli^ on Uie saiM fmij^« 
dose coordination ot ti^r work k important. As 
tl^ architect nK)ves tlK pro^ frm schemata 
drawhip to final workii^ drawii^ 1^ ami lus 
ei^r^ers ami ccnmsltants sl^M tMCt fr^uently 
with the in^tutkm*s ml hoc plannh^ subcc^mnittM 
and facilitks fdaimii^ Maff. Architects and erigi* 
r^rs need firm dcctsicms from the tnstituticm*s 
pbm^rs as eariy as {K»sil^ to perform exp^li- 



ti<Hisly. If a tniilder has been elected early through 
a i^gKMiated comn^ Ms representetive also 
^KHild be ii^w^ in tt^ planni^ proce^ to ml- 
vi^ on pos&it^ ccHistn^ticm pndrf^ns. Tte ram« 
pm arcMtect-plTOMr and titt i^y^ti jrfant 
repre^ntative may be espedaUy l^^l in Mm* 
municatif^ beti^^en aca^ouc or mlmintetrative 
pkimers and pnrfesac^ (te^om. 

Review 

At ^h in^miant des^ st^, tl^ ad toe pim- 
ning nsbcommittee (or ^nqias arddt^) stKHild 
r^mre that tte plai» be exmifo^ by the director 

physical (riant and q^rc^riate sobers til his 
staff. Phy^cal plant r^>re^tatiws may be aUe 
to&ugg^ (tes^ changes to sim|^ q>eration and 
nmintenance ami thus reduce the buiklii^'s q)erat- 
ii^ cotts, A thoroi^h frian re^^ ato covers co<te 
compliaiKe aiKl requirements d the foleral Occu- 
pational Safety and Health A^ or similar state 
program. Good architects are aa)uainted with 
most pertinent codes ami with the Act's standards, 
Imt mi^akes do occur. 

Specifkatkms 

An important ar^l onnplkated step is prefmra- 
ticm of final i^)eciflcaticms. Attlmigh die archit^ 
is responsible for this task, institu&mal of&ers 
roust work cto^ly with him ami carefully review 
his wcH'k. Tte i^ituticm ami ard^te^ must deckfe 
whidi q>edficatiom are ^^>rc^>TOte for the Imikl- 
ing. Ffve n^lKKb d sp^fybsig ^m^ruction prcxl- 
1^ ate: 

1. I^^frtive spedf^ticms, detailing the exact 
product diarKteristto desired. 

2. Pn^Mletary q^*f^tkms, whkh alknv ti» 
faistitutkm to contnri quality lewis more 
easily 1^ requirfa^ br«ul name proch^. 

3. Referei^ staiKlanIs, wWch ^ifHUate that 
prodi^ts must meet quality levels ertaUisted 
ami puUldi^ 1^ autlH^tte ami testify 
institutes such as tl^ An^ricm Society for 
Te^h« ami Ma^ials ami tte Naticmal Fire 
Protectkm A^^datkm. 

4. ^rformai^ qxd&atkms^ which requite 
that jModitfts M^mfdish certain functicms 
— for example, that the ^lilatii^ system 
change the air in tl» building times an 
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5. Cash alkmaiMcs, which aiv a tactic to v ay 

a specifications decision. 
Proprietary specifications are a prdjlem in am- 
petitive bidding because they eliminate ccmipetition 
by naming tlK brand to be As a result, they 
usually are prohibited on work <kme at pubbc 
instituticms or with public fumJs. Smnetimes they 
are necessary; even fecterai and ^ate promts may 
have to specify products by nan» in rases where 
new materials must match existing materials in 
quality and size or wi^rc iww ^uipment mu^ ccm- 
nect with systems previcHisly Instalted. 

In addition to instructing the architect about 
types of specifications to be used, the instituti(») 
shouM pnividtf technkal ami review oi the 
work. Technkai revk^ is advi^ble b»:au% many 
architects rcl>' heavily on manufacbirers for help 
in writing 8pecifkati<»». Pnrt^ems nay arise with 
this metlKxl in ccmipetitive tM<klh%. In st^ a case, 
the documents should be examined by institutional 
representatives to insure that speci^tkms are not 
so restrictive that they eliminate all products ex* 
^pt tiwss suppli^ by tl^ assi^i^ comity. 

Tl^ institution's counsel should revkw non- 
technical portions of the general and supplemen- 
tary G(mditi<ms before fimil apprm^ is giran. Sm- 
tions of particular 1^ importance hiclude 
Insurance coverage and its relation to the faistitu- 
tion's overall insurance program, a>nditi(ms fw 
retease liens, guarantees, ami performaiKe ami 
payment bonds. 

Ahhough movable furniture and fixed fumish- 
ii^ for laboratories, libraries, phys^ ^ucation 
buildings, kitchens, ami ^hsr f^itks require 
verifications, they usually are excluited from the 
^neral contract. Their acqui^ion sh<»ild be a 
responsibility of the institutk>n*s purclming o^r, 
who shouki work ctosely with the architect and the 
ad hoc planning subcommittee during the period 
of specifications, preparations, bid, and in^latkm 
(tf equipment. 

CONTIUCT ADMINISTRATtON 

A (tf reliable contt^tors is as impOTtant to 
an in^tutkm as a set of comprehei^^ spedfica- 
ticNis. Investigation of contractors under ccmsitter- 
a&sn and the subcontractors they will emptoy 
should include quertes into their concern for 
quality, financial standing, repuutkm, faitegrity, the 
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expcrience of the proposed constriction superin- 
tendent, and ability to work well with architects 
and project supervisors representing the institution. 

To ^ the investigaticm, omtr^tons slKNiki pro- 
viffe tl» folkming information: 

1. Current financial statement. 

2. Scl^ule of iNTojects oirrently umter at- 
tract, a list of those axnpteted within the 
last five j^ars, an e^mate of tl^r value, and 
names ami aikire^s (rf clients ami archi- 

involwd. 

3. &at«i^t (tf experience with projects similar 
to tlw (MM uiKler «»isi(terBti<m. 

4. Njmber, naims, and quaU&atkms of the 
supervisors pn^xned for the jab. 

5. Name of bonding company. 

6. Affirmative actkm ptdicy. 

A "Contrwtor's Application for Prequalilication" 
may be devebped by the institution. Such a form 
prodwes a a»nptete reccHd <^ tte e^^jerteme, oi- 
palHiities, orga^zatkm, ami financial condition of 
eveiy c«npany that applies. 

Bidding Versus Negotiation 

With sHne ex«ptk»is, tlw RK>st ec«Mmtkal am- 
striKtimi c(Hitracts are tlwse a««ni^ through 
onnpetitive bkkting procures. To imure e»>n- 
cmiy and avo^ graft and favoriti»n, most federal 
ami state ^ncies require ctmipetition <m promts 
thQr fumJ. However, private and even public insd- 
tutkms may fiml it expensiw in ^rtain drcum- 
stances to negotiate a constnicticHi contract with 
cmfy one company. reason for this savings is 
that competitive bkidii^ reqtto pre|»rattoo of 
many detailed documents and drawii^ that can 
be eliminated if a contrBCtor is hired Mriy in the 
des^ Furthennore, good omtr^ors, «^ 
participating at an early jdiase as members of the 
buikiii^ team atong with jHaoners, aivhitects, and 
ei^neers, can bring pra^kal tted^ms into the 
des%n process for more economica] construction. 

Bidding Documents 

Before calling for competitive bids on a project, 
the architect for the project must prepare certain 
<b)Cttments, review th^ with tl^ instituti<m's per- 
80nnel, and ti»n provide an aj^ropriate number to 
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each invited rantrrctor. Btddtng documents pre- 
pared by architects usimlly inducte the fdlowiog: 

1 . Working drawings. 

2. ^)ecU^tiof», if^li»ting general ami supple- 
m^tary ccmditioiis. 

3. ^ pit^x^ form, indiNitng Sf^^ for 
total a>st, breakdown by tr^tes, any alter- 
nate ami unit prices reques^^ ami ttn^ 
nxied for completim. 

A refumiabte c^jK^it umlty is require for the 
loan (tf these Inkling ck^un^ts; if a C€mtr^t€»' 
wishes additional cc^nes, he {Hiidiases tl^. Sngte 
sets of t)^ drawii^ dad qiedfoatkH^ diouM he 
cm file with ti^ ad hoc {^ning subcommittM, at 
the oi&e erf tl^ dir^tcMr of phy^cal fdant, fi^littes 
plamiing and/or architect's oflke^ ami st^ <rt^ 
(^kes as may be required by ^te w to^ la^. 

Up(m submissim erf bid proposals, tl^ folk>wing 
usually arc also requincd frcm tl^ biekier as {^rt of 
t)^ pwkage ot biddii^ documents: 

1. Bkl bomi sigi^ and retur^d by tN ^m- 
tractor with a ikpo^t as a guarantee to i^r- 
fonn if selected. 

2. Performan^ bcmd tigned at omtn^ settle- 
ment, insuring that if the conductor is un- 
abte to ccmiplete the jc^, his bc»»ii^ com- 
pany will. 

3. Payment bond, c^en ^>ml»i^ ^th die per- 
foimai^ bcmd, insurmg ttat sutecMitractors 
will be paid. 

4. Contractor's affirmative «^k>n potky. 

5. List d subomtr^iM^ 

6. Evidei^ of UaNlity ami workn^n's ^im- 
pei»ati(m insurance. 

Bidding hwedures 

On those pro^cts fund^ tcHally or in fmrt 1^ 
rtate and/or f^feral ^i^^ open t^k^g anKM^ 
any and all bondabk bkkters ts normally required 
by such agei^ies. In ^uaticms wtere ck»ed 1^ 
dii^ is alk>wable, an institutkm dmik! invite at 
^st three cratr^tcN^ to whmH Irfds, in <mto to 
make bkkljng cOTipetitive. A cki^r exists tlmt 
sMM of ite better companies may not risk prepa- 
ratkm wl^ a large nmnber erf tmlders towers 
their probability of award. Local conditions may 
help itetermine iKnv nmny contr^inors to invite; 



for examfrfe, sotic aheady may ccmumtt^ to 
their full caf^ty. 

An unresdved issw in t^dd^ is tl^ cktennlmi- 
tion erf whkh procedure produces the highest qual- 
ity. The traditicmal ^em calb fc^ a general am* 
tn^tor to sulmit a tcttal fmx for tS^ entire proje^ 
(with ahemates sqiarately priced to altow wbk 
leeway for i^)daticm ami change) aid then to 
act as coordinator for both the wcNt he perftHim 
ami that erf his ^itmmtnKtors. This method sim- 
lirfifies ^ministr^icm: the ccmtr^ e^Uistm ckar 
lines of autlnmty runnii^ frmi tte instituttem 
through the architect to the general contractor, 
subomtr^tors, sup^rikrs, trmk^nen, ami labmers, 
wUte piovkiing si^ r^KH^Ulity through the 
guarantees fc^owii^ cmnpletion erf tl^ VHHtk. 

However, the growfaig cemplexiiy erf structural, 
meclmnteal, ami e^rkal systen^ 1^ peqnilarized 
tte muhSiki nKtlKKl in which as many as three 
to five subccmtractors are awarded separate ccm- 
tracts fe>r portieMis erf the job. Propements claim tMtt 
the muldlHd metlmi dtows tl^ ^tutiem to eliml- 
naie the gemral contractor's profit on certain ccmi- 
ptex woric that is too t^hnkal for him to aefanin- 
i^er efficfently. C^imti cemtr^ors ownter that 
^ic^ and a>ordinatie»i suffer as re^xmsiU&ty is 
dispersed* Ii^tutiems using muttibkis eitt^r must 
pro\iek a staff member to supervi^ cocndfaiatieMi 
or e}% award the ardiite^ an aekiitional fee fe^ 
this task. 

Two wcks h tl^ minhnum thi» amtractors 
sheniki have fe>r preparit^ Iriete; H e^ier dmUar jobs 
are exit fe>r Irid at ttm Kune time, a immth 
1^ ai^)ropriate. Due dates and delivery toooiems 
sheMikl 1^ ^>^fied in the 1^ invitatiem and sti^«ly 
mil^r^ to. Btfis ^cnikl be e^^i^ and md Hi tl^ 
pre^nra erf all bkkien who wi^ to attemi, ai^ tte 
arehite^ slmiki prepare a talmlatiem erf all 1^ 
and distribute it to all the bi^rs. 

Bidding Problems 

AltlKHigh cemipetitive Imlelii^ determines tte 
tow bkkier, award is i^ver automata or imn^- 
ate. Before aimmincif^ tt^ final d^siem, the 
arehiteA ami a repr^ntative erf die tmtitutiM 
slKHiW analyze all 1^ tw tl^ best «miUnatkm erf 
alternates ami few Mrtain dan^r sigm, as an 
extraordinarily tow bid. Sin^ nK>st biels in a com- 
petithne maricet nonnalty fall within a ran^ (tf ten 

12! 



121 



3:4 



Btn^Ess Manaoei^ent 



percent, a contrMr whose iHd falls below tUs 
rai^c may have cfevelqsed a {mitkular effici^icy 
or may have made a serious mistake. If a mbtake 
has been m^» tt^ contractor shcMild infonn tte 
in^tutkm promptly, and ^vise whether he in- 
tends to fc^feit his bki bcml proceed with th« 
^mtract as hid. Wh^ such drran^tan^ ariw, 
tegal Mimsel sIkhiU be ^Hi^t by tiie it^tutkm. 

Instititticms rot bcMiad to omqietitii^ teWng 
may wish to negc^ate with cm gemral oc»Rrwtor 
or with se\^ral suba>ntractors« Advantage may 
inclucte greater q^eed^ ^cmcmiy, md quality, imt 
tl^e advantages «m be mafaitah^ cmly if tte 
cMtract is rarefull}/ administered. The key k 
selc^ii^ reliabte fira^ Ma^ ocmtract types are; 

1. GuanmwednuvdmMm.Timw:TBBS^Dsmn' 
quires tl^ insti6itt(»! to {»y for kdw and 
materials ami to rdmtmrse tl^ ccmtiactc^ 
for mantling tl^ im)je^, TIk tmilder guar- 
antees that tl^ labor and materials expend 
will ncrt ej(c^ an agrKd-up(»i maximum. 

2. Casi'pliis. This arrai^ement is ^milar to tte 
first, but without a guaranteed maximum 
for tte iHiikter. 

3. Owner-builder. Umter this arrai^enmt tte 
institution authorizes <H!e of its (Steers to 
act as gei^ral contractor, and designates an 
experienced itaS number as cof^tn^^cm 
su{^rvisor. This system allows tl^ institutimi 
to cteal directly with wbccHUractcHrs ami to 
eliminate ti^ ^neral ccHitractor's owri»ad 
and pn^t, but it places great demand on the 
staff and shrakl be attempt^ only wl^ an 
expeftei^ed rapervi»>r is available. 

Speed of ^>nstnictfa>n is ibe i^ln^ry advant^ 
d a ne^tiated ccmtr^. By reachmg an ^reement 
with a buikter, tte in^bition can elimfaiate tl^ 
t.vo- to f(»r-week l»<&iis% period ami tl» to 
two weeks for hid aimlyds. On scm^ proj^ ttm 
process can be spelled further 1^ b^inning 
foundation work before detailed worlui^ plans 
for tl^ later st^s ci crastruction have t^n 
drawn. 

C^u^ Orders 

While change orders slumld Ue avoided if |k>s- 
sibte, tl^ may be ne^ssary ft^ any ctf the fcdkw- 
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ii% realms: imfMt)vement$, unantidi^ted site or 
building prc^^i^ and mbtakes. Mistakes are 
mmt frequmt, and tmuaUy it is tiie ii^biticm that 
differs mc^ whetl^r changes result in ackiitkmal 
or reduced If ttear^tectOT engineer makes 
a mistake, it usually is the institutiCHi's mistake 
umter terms (rf d» «»itract Rarely cto^ a (^gi^ 
return jmxt erf his fee bwause ci iuMoirate or hi- 
ccm^rfete work. Fm tte insdtuticm, chan^ cmfers 
mean delay and greater cost because of redesign, 
^imatii^ extra a»^rwti<m, and perh^ even 
refiimndng. 

Conumm cat^es oi duuiges are: 

1. ErrcHs ci commi$si<m, ^riikh (tevek^ from 
design mistakes that make furtl^ ccmstruc- 
tkm or intfal^i<^ sca»rdifi|g to w^inal 
I^i^impr^kaL 

2. Errors d emiis^m, ii^iicb resuh in gai» in 
{dans, as cmiittii^ ik^ss {mnels for 
utility qr^ons or rafety iKioks for upper* 
fhor wimfows. 

3. SubstitutKH^ msy be warranted by 
newly develof^ materkls or equipment or 
by tl^ unavaiteHlity erf sp^&d product. 

4. Chai^ in s»^, wl^ oraur after con- 
^rMtkm im begun ami {banners deckle that 
more space is r^uired; availability of funds 
may i^ces^tat^ ii^readng or rech^ing sij» 

quality oi the profe^ 

5. Changes in personi^ or «Imini^rati<Hi« 

6. Discovery of unknown »te a>mliticiis cs* 
injilding problems. 

The best way to ccmtrol the number of changes 
is to ei^age go^ (te^^^rs ami to ccmdwt r^orous 
plan reviews, usii^ the or^imd {Miogram as the 
ecm^ant ccnttrd ck>cun^t instituti<Hi mu^ 
exp^ chai^ ordera ami TCver sign a omtract 
that leaves this expensive issue inresolved. All 
clwi^ ontefs must in writing, ^^m>wd by 
audKKized peismu^I. 

CanstructUm Sc^duk 

Ccmstru^km ^tracts slmdd require the con- 
tractor to sidmut a ctetai^ fiimi^ bre^^>wn 
ami a prcqK>sed constriK^tion sdiedule socm after 
award. Tl^ may take the fcnm erf a bar chart or 
of a critkal-path-method diagram, and shoukl in- 
dmte estimates of the contractor's monthly billings 
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to tbQ f^KT dKHisaml ck^lars. This hrfcmiiatioii 
allows the business officer to man^ bis flow 
moie effectively. 

Construction 

Preamstructi<m Cmjerence 

Tte iM^M<H»tn»tiGii ccn&ii»^ to an (HI-^ 
coordinating c(mferei!ce. The architett CHganizes 
this n^tii^ to rescdve any last-mutuie qt^stkms 
of contractors, suppliers, subcontractors, and insti- 
tuticmal repr^ntativ^ Detaikd l^t inqx^taitt 
matters such as timing ctf subcooti^UKS, use ctf 
power ml water, parkmg, ami ti^ omfii^ of tte 
ccmstructicm site often rramun tmsett^ until 
major contn^ ded^ons are made, and this n^et^ 
ing shiMiU eliminate amfusk»i and causes tor 
delay. 

Lines of Auitu^riiy 

Ti» contra states the dmin ctf mthority ocm- 
tn^ii^ ccH^ructira. The in^ituticm, ^jiAix^ pro- 
vide tl^ ^te ami bears tte cc^t, is tl» ultinmte 
authority, but the ccmtract olten empowfs tte 
architect to a^ as the instituticm*s ag^ in matters 
related to construction. DepemSng on ccnttract 
tenm, he can inspect the cratn^r's reject 
unacceptable materiab, and order tl^ contractor 
to maintain the scfKdule. He can «m(feinn portkKS 
of the work that are poorly executed, and otdst 
t!^ contTKtor to rebuild. However, he aamoi in- 
terfere with the way tlw ccmtractor mane^ ibs 
^ or ^al directly with subc(»tTKtors wmk* 
men umter the coatfKtor'g ctrntrol. 

The institution should never bypass the architect 
if tlK contract pves tl» archit^ tbs authority to 
deal directly with the contractor. If the institution 
approves work, equipn^ or materials that tte 
architect disa{^mn«s, it may have no legal re- 
course against the architect or builder should pn^ 
lems de^k^ dui^ tl» guaranty perkid. 

TWs does not mean that the institution should 
^iK>re its mw ImikUi^ during tlK cmstnsctiOT 
period; one experieiKed staff member should be 
^}p(»nted to woi^ full-tin^ as tl^ in8tituti<m*s 
rei^sentative. If this is not pos^ble, staneone 
shoukl be af^xHnted to keep a daily ctmstruction 
fog. Tin archit^ may employ his own representa- 
tive to report to him, and tl^ ctmti^or umtoubt- 



edly win Inve a pro^ supeni^ peiformiiig a 
similar functi(»i, tHit the institutton sSH should 
have a ^ff i^nber who keeps Un^lf informed 
on the prepress of the woric Some larger mstitu- 
tions find it eoMKmiical doA e&ctive to empfa^ 
their own inspectors and oot require die architect 
to perfmm this fonctkm; this wiU result in a lediK- 
tkm the architect's fee. 

Construction in Progress 

One ctf the ardiitect*s duti» is to keep all parties 
informed on the status the work. He ran do tMs 
best by issuing bulfetins on a regular schedule, per- 

hai» (M- twira a oKmth. TIkm Iml^itt slxMikt 
provide informadon on »tch items as work com- 
pleted, fin^tdal situati<m to d^ pxx^jJons, cost 
revi^CHK, ami chan^ orders, ^rfodk meetings oi 
aU |»rti^ abo may be l^plul in ccmmnmkatii^ 
prepress or resolving pnAtens. 

Durii^ construction, tte architect should make 
i^riodk ii^ie^kHu ci die pro^^ If any wotk is 
not beif^ ac^Hnplish^ m accordance with the 
plans and tped&ea&asa^ the architect shookl 
undertake to have the caAsastxa correct the pcob- 
tems. This may require tearii^ out existing work 
and having it r«lone. Kiysical {riant representatives 
also may inspect the msrk for d» owner aiKi report 
any pn^m they see ^vek^^ directly to tl» 
architect for him to res(^. 

End of Ctmstnanitm 

Near tl» om! oI omstn^tion, uchit^^ engi- 
i^rs, and it^itutiimal repri^ntativ» im^et the 
proj^ ami nuke a H^** tu^Mnj^ted 

itenu. Tbs ardiitect is not bcmod to fa^wte ti» 
instituti(»)*s suggestitms fai the final punch fist he 
«>mpiles for the contractor unless ibsas su^es- 
Uotts fall withm fhe r»iiiiienKi^ oi tl^ ^mstnK- 
tion contracL He then should send the punch list 
to all Interested partis to inliMTn ibaa that tl» 
job will be ran^tete as sora as d^ omtractor 
finishes the remaining items satisfactorily. 

When the contractor notifies the other parties 
that all items on the punch list have been com- 
pleted, an priiKipals &sava» for a torn oi dn 
fadfity. If, as a re»dt d this tour, the architect and 
institutifm agr^ that d» cmtra^r has met aO tlw 
stipuladfflis of tlK coitrKt, they tl^ can cdle^ 
any remaining refeases of liens and accept the 
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Imikiiiig. When di^tes about work ocau' te- 
twecn the dknt and cmitn^r, tl^ architect usu- 
ally will ^ as mediator ami jud^. Mc^t «»itracts 
also inclucte an arbitration clause to wwr 
dally craifdex satuatkm 

Acceptance and Occupancy 

Even in amteable ca^ t!^ ""final inspecticm'' 
o&sn is Mt final Den^icb fm mkiiUcH^ 
scmietimes force an instituticHi to iMcept a l^iki- 
ii^ for ''bdi^ifeial occupai^^ before it is aan- 
plet^« In si^ a case it fe ifiqx>rtent to darify 
exactly when and 1k>w tte buifaier will fimsh the 
work. It is standard procedure in such a ^tuatkni 
for tt^ institution to retain a porticm (rf tl^ finals 
K an in^tive to tte omtr^or to ^mif^ his 
wort. 

Certitkation by the architect that the contractor 
has COTipleted his work ami sknild receive final 
I^yment {^i^res ti^ way tot a^q^an^ <tf a 
Imikiing tte go\^miiig bc^id. A^xeptan^ 
n^ans that tte institution teplly owns and ccmtrols 
tte buikiing. Becau% nK>st tniUdii^ qpen with a 
few incomplete items rem^lniii^ cm a purcb list 
ami many pieces of equifHrcnt un^ guarantees, 
ft would be more aerate to speak ci a ^"scl^iufe 
of acceptam^.*" Tl^ fanportant pdnt is that tl» 
transwticm erf ^eptance shmild tuA \^ ccmipleted 
before certain admini^rative ctetails in the ordinal 
cratr^ have been sati^^tmly examine ami ex- 
ecuted. Tf^se indmte certificate guarantees, op* 
crating manuals, test operatkms, ami as^buih 
drawii^. 

The contractor i$ i^pcm^!^ prefmrmg and 
coll^th^ all rarti&ates of i]^>^on from public 
agei^ies and prctf^ri<mal to^^ laboratoii^ ami 
delivering them to tte archtte^ for letenticm in 
contr^t files. 



The omtractor also sbcmld ckliver^-ttmnigh tl^ 
architect— all guaran^s to tte iiifititutioii. The 
warranty perimi uwally b^ins wl^n equiiwirat in 
sattefe^»y oHKlitimi first is u^ by the mstitutiim 
hi mirmal of^mtions, but it is vital that the tmtstu- 
tiOT determi)^ tl^ start of eadi warranty period 
with written agr^omits &t»n tte omtrKtor ami 
arcUt^ ccH^eming ttew dates. 

For eflkicnt use d ^uifmient, tte ^ntract 
d»uki r^iuire the ccMitractor to ampik Uh the 
faistitution a manual that uidm^ manufecturer's 
literaaire, camk% rats, ami sprafications d^ets — 
all the t^hnkal data and instrwtions i^^ssaiy for 
tl^ (^ratiMi ami maintosan^ erf tte tmilding. 
This nraual diould be opj^owd by the architocL 

If test q>er^ms are ioch^^ in die cratr^ it 
is reccmu^mi^ that tte architect <te^gmUe tte 
tin^ for them. This usually <murs after tl^ hastita- 
tion has accei^ the tniildii^ as sul^tantiaOy com- 
plete. Ox metliod erf testfa^ h to have the con- 
tractor sui^ly tlK stdlted per»miKl necessary to 
q^rate tl^ twlMifig tar five ccms^tive days ci 
eight iKHirs e^. During this period the cmitricto 
wiU <tenKmstmte lim o{^ration <rf aU equipn^ to 
the architect and the director of {riiysical plant and 
otl^intemted per«»!s. 

Ck^ <rf tl^ la^ coatmet details and cme ci ti^ 
most important is the final set ct as-lnult drawings. 
Because tl^ proce^ ci omstn^tion inevitaUy re- 
quires chai^» frrai tf^ original wc^di^ drawing 
it is ^ential that the i^totkm ^uh:e least 
(H^ set erf revised, reprmiwiUe drawii^ that in- 
a)rporates these alteraticH^* It is usually the ardit- 
tect*s respondUlity to provUe ^h dra^^ ami 
a stipulatiim to that efi^ dicmU ii^hicted in 
his ^mtnct 

Vfbsn a buikiii^ is accq)t^ it slu)uki be in- 
cluited in ti^ institution's sct^ule of insurame for 
iKiikHngs ami omtents. 
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THE MISSION of a purity, law irifor^m.'ot, 
public ^cty, or pdke (Apartment ss to pro- 
vide a safe cnviraunent through exralkoce in 
protection of life and pn^rty. Regardte^ of 
whether an institutkm (grates its own dei^- 
imnt, contracts for this purpose, or depemls m 
local jurisdictions, tl^ f Jlowii^ servi^ are 
essential: 

1. Protecticm of a>n$titutional rights. 

2. Creation and maintenan^ of a feelii^ of 
security in the conmiunity. 

3. IdentiikatiOT and elimination of Imzards ami 
of opportunitks for ^ime. 

4. Protective patrols to deter and detect crime, 
to <kt^ fire and safety harards, and to pre- 
vent traffic accidents ami cc»^estio0. 

5. Firsi-aid aiKl resell capabilitks. 

In acUition to these essential services^ it is highly 
desirable to provide investigative capability to fol- 
low up on crimes, accident investigations (if not 
handled by another defmrtment), and emergei^ 
transportati<m of sick and injured. Otl^r servkes 
sometimes proviited are protrative e^rU imiUng 
enforcement, and lost and found operations. What- 
ever fum:ti<ms are assigned^ members of cte- 
partn^nt also have a publte relations role m ren- 
dering information ami assistai^ to faculty, staff, 
stiKlents, and vhitois* 

The Open Collet or University 

An important criterion in determining ^rarity 
requirements Is the a^es^bility oi the institution. 
The deliniticm of an *'<^n** ^lege or univemty 
differs among institutions, but each Mltege or 
university that falls into this category may exf^ 
rience ii^re^ed security pn^ems. Uri^n insti- 
tutions often are opm in tl^ sense that public 
streets may crms tl^ campus or an institution 



may ha\^ several k^tions« In this situatiim^ 
^Kss may be gait^ more eadly than if tl^ in- 
sdtutkHi were "do^"" — that enclo^ by a 
sngte perin^ter. If an institution q>erates its own 
s^rity dejmrtment, its (^kers often have author- 
ity only on institutional property, while protec- 
tion cm surroumling struts i^^n^emls on local law 
enforcement or on tte a^ ^ security (^ers 
as private citizens. 

Anotl^r (^i^cmiitMt of t^ <q>ra umversity 
ocH^M is that tte institutkm remains Mcessibte 
at all iKHirs, unrestricted by any barriers or sys* 
tem ctf permits, thus {Kmng a challenge to security 
by outers even when the institution lies within 
a ^ngle i^rin^r. 

An Institutional Security Department 

The decision to create an institutioiml depart- 
ment ratter than to rely (m external agencies 
should be \^scd on a firm commitn^t to tte 
administrative, budgetary, and personnel require- 
ments of si^h a c^xartment as as on the fol- 
lowing factors: 

1. Tte extent ctf olme ami s^urity prc^lems 
at the institutkm. 

2. The ability ami willingi^ss <rf external agen- 
cies to deal with institutional problems effec- 
tively, am»stently, and in a mani^r that is 
relevant and ^nsiti^ to tte uniquei^^ of 
B^detak Me. 

3. Tte in^tution*s desire to have eoatrci of 
ami influence on purity ami law enfor^ 
ment programs. 

4. The institution's wilfii^ness to ^ as its 
own (K^iiceman and to ^ept the respond- 
bilities, cm% and risks of engaging in law 
enforcement. 

5. The extent to whkh the ^tepartn^nt win be 
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a viable, integral part of the institution, im- 
proving its quaUQr ctf ^i^tion, research, 
ami publte servira. 

Since the security dcf^nment represents the 
iRstituti(»i ami takes part in its fumkicHis, it tcx> 
has a lole in educating nsembers erf the commu- 
nity both by example and by serv^, tt^reby 
creating res{^ and gcKxlwill for all such ^ndes« 

College or university security requires many 
servkes that a local police force is not exp^ed 
to provide. The defmrtment must be responsive 
to tlw ncedb of a young, intelligent, and often lib- 
eral and progressi%^ ^nmnumty. 

Organizaiion of tfw Department 

College ami university purity def^rtments 
vary in organization. In some cases tte security 
or public safety director is ^mmt^>le directly 
to the president or to a chief administrative 
officer. The director also may advi^ otter inter- 
ested persons erf liis ^vities, swh as tlK stu- 
ctent services oflker, who may be iK>ti^ erf an 
incident invdving studoit c(»Kit^t In <Mher c^s, 
the security director may repc^ to tte dirKtor 
of physical plant, or there may be a dual report- 
ing resi^msibility, si^h as to the student services 
officer on matters of investigation or patrolling 
and to tte director of physical plant a>i^ming 
such problems as ttefts erf institutkmal prq>erty, 

Son^ states have designated a ^yordinator (rf 
security, who is rcsponsibte for rroiganiztng and 
improving security at all publte in^tutions tit 
higher educatk>n in the state. AnK>ng the coordi- 
nator's prii^E^ fui^Uons are tte establishment 
of uniform training, ^neral stamiards for smfflng 
ami equipment, and procedures for rejK^rting and 
record keeping. 

Policy Oiui Procedure 

A i^rficy manual is es^ntial to tte security 
pn^ram. if an mstitution is develq>ing its own 
defmrtment, the help <rf ^curity consultants or 
other experts shwld te solicited in preparii^ tte 
program and in draftii^ tte manuaL An excel- 
lent resour^ is institutions havii^ such prognuns* 
WlKn a security dir^or is hired to set up a new 
dei^rtment, should pref^re the fir^ draft of 
the manual, subject to further revkw ami ap- 
proval of higher auttority. Upm ai^roval (rf the 
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|X)licy manual, the director shouki establish an 
ofH: rations manual, whkh provtdi^ ^H^fsc guki- 
an« for tte fftsM. 

To be effective, pdictes ami pro^dures of an 
institutkmal security department must te well- 
defined ami sIkhiM recc^ize the character erf tte 
imtitutk)n and curroit criiro prcrfriems. Enfor^ 
ment policies must reo^nizc tte supremacy erf 
tte law ami the principle erf equal pre)tectie)n 
umter the law. I^partment perficy shenild m^ in- 
terfere with enforcement erf un{K>iMiiar laws or set 
que)tds for arre^ or traffte vidatkms, tnit diouki 
inciu^ a minhnum stmulajd erf performance for 
e>fl^rs ami stress pre^^ntiem erf crime, with arrest 
as a last rewrt 

If the departn^t h^ (xsl^ powers, at least 
upem the property erf tte institutiem, ttese shouki 
iiKlude: 

1. Arrest by warrant, em view and upon prob- 
able cause. 

2. Lawful searetes. 

3. Dir^tiem ami ^tterf erf traflte« 

4. Investigatkm erf crin^. 

5. Use (rf i^essary fence to perform its duties. 

Such authority is most effective when granted by 
the apprq)riate state or looai juriseiiction. If tte 
de{^rtment eioes not Imve ixdi^ iMwers, there 
may be instam^ in wliicfa (kputization of security 
officers is advisable. 

Any changes in security regulaticms dieHikl be 
approved by die security director and his supe- 
rior ofl^rs: hoover, any changes that affect tl^ 
entire institutional cennmunity shouki be umter- 
taken only by a principal administrator. The 
dtr^tor should have the autlunity to establi^ 
pre^edures for the etepartment, law enforcement 
crf)j^ives and {lenities, ami internal eiepartn^n- 
tal controls, llie program ami ^aff slknild 
evaluated on a regukir %l^uk to make rartain 
that (^red levels <rf ^rv^ are mafaitained* In 
cases where tntdgets have expand^ and the record 
has improve, r^i^tiems may be in e>reter. 

TI^ purity eiej^rtn^nt requires a uniform 
system erf recemls, files, ami reports. Memthly attd 
annual statistic and finandal rejXHts shoi^ be 
submitted 1^ tl^ eiirector to aj^n^riate officers 
erf the institutiem for use in crin^ analysis, 
In^et justifiratk>n, ami administrative briefings. 
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Ideally, the reporting prwcdurc also should 
provide: 

1. Thomugh initial and follow-up reports on 
every a*ported crime and inciifcnt. 

2. Distribution of reports on a nec^to-know 
basis, to ottter ageiKies as intelligent items. 

3. Inclusion of crime exjx'rience in the uniform 
crime reports* 

4. Confidentiality <rf reports. 

5. Permanent storage and ease d retrieval. 

Quulifuviions and Training 

TTie director of a college or university security 
department shmild be experieno^l in law enforce- 
ment or private security. H^re is no substitute 
for such experience, altlnnigh proven te^i^p in 
another department of the institution is scnnetimes 
aareptcd in pla«: of the ex[^riem:e requirement. 
A security director must be sensitive to the higher 
education environment, since it is essential that 
members of tl^ institutional community, particu- 
larly stuiknts, have confktei^ in the s^urity 
operation. 

Officer working with the security director also 
shouM be sympathetic to tl^ college or univer- 
sity environment. Some institutions requite that 
all security officers be enrolled in a degree pro- 
gram and that their salaries Ih; t^sed on cr^its 
accrued as well as on their performann rec- 
ords. In certain institutions security ofi^rs may 
continue their education tuition-free, or they may 
be given other assistance in fttrtherii^ tl^ir 
education. 

Thorough training programs must exist to in- 
sure prcrfessional onnpetei^ and ckvelopment. 
Arrangements shouki be ma<te for s^urity offi- 
cers to attend police ^ning programs aiKl woiic- 
slK>ps, ami the resources of regional orgamzatk)ns 
are available in nuist states. In many jurisdictkms 
a state training program is mamlatory for all law 
enfor^ment officers, includii^ security officers at 
collet and universities. Requirements vary from 
state to state, and city or county r^latiras re- 
garding law enforcement agemies <^en must be 
m^t as well. 

The institutk>n sh(Hiki spcm^ a ci»itiniHnis« in- 
service training prc^ram that incIiMtes study of 
human relations and sensitivity training, thormigh 
orientaticm coiKeming promlures to be ured in 
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event of emergencies, and familiarizatton mtti in- 
stitutional phik>sophy, {K>Ucies, and regulations. A 
ofiker may woit tem(H>rarUy with a senior 
officer for sf^ific, cm-the^]ob training. In-service 
classes shoukl offered periodically, drawii^ cm 
rescHirces <rf the e<»nmunity. For example, an ii!- 
^ructor from the instituttcm may acMre^ security 
(rflicers on human behavi<»'; a tocal pdiee o(&er 
may lecture on drug al^se; an attorrcy may dis- 
cuss search and arrest laws with n^bers ol th^ 
departn^nt« 

Sirce the baste rote of the security officer is 
to deserve, identify, and report, it is es^tial to 
provkk instruction in report writing, proper pro- 
cedures for intem^ticms, ami tl^ fumiamemals 

good investigative technique 

Uniforms and Equipment 

S^rity may N srtrengti^iKd not <mly by stress- 
ing individual prcMeetive n^asures ami b} utilizing 
security devices such as locks and alarms, but also 
by the amsi»cu(His preset ot a uniformed force 
on foot ami in nn^ile patrols. 

Sraie institutions have ^^pted a uniform d 
blazer ami tnnisers for its ofl^i^ rather than tte 
traditkmal poUce-type attire in tl^ belief that 
cx>mmunity members find tl^ fora^r styte d 
dress ptefcrable. Ccmcem mu^ be given to this 
decision if the institutim's experience shows that 
t)^ major offemkrs are (Hitsiikrs. The {Heseoce 
of a police uniform ^rves as a cteterrent, {mrtsc- 
ularly to an outsider who is unaware of a Mazer- 
slacks polii^ image. At some institutions there ?s 
a mix ctf the two types* 

An institutional security departn^nt shoukl pur- 
chase ami issue all items of iiriform ami equip- 
n^nt for its offi^rs to insure quality, uniformity, 
and its right to imped and omtrol usage. Where 
uniforms are us^ they diouki be clearly dhtin- 
gutshabl^^even from a distafK:e, from those of all 
other law enfor^n^t agenetes in tte area. 

Law enforcement falls into two gei^ral cate- 
gories — visual and iu>n visual. Visual law enforce- 
ment, swh as tl^ i^^m^ of uniformed officers 
walkmg posts or travelii^ in mailed vehktes, is 
intemted to prevent crhne. Nonvktial enforcement 
is investi^tion of crime and a|^rchensi<m of sus- 
pcd^ offeiKters. 

Many institutions (k> ncH permit weapcms, but 
institutiof^ tluit do issue weafKms to sonirity offi- 
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cers must provide training in their proi^r use. 
Rules must be cstabtbhed ccH^ming tt^ hand- 
ling o( weapons, and it mu^ be emphastttd that 
firearms are to be used only for prelecting the 
(^^r's life or the life of another. Ofikxrs should 
requalify in the use of we^xms at least every mi 
months. 

Many innovations have bran formulated to 
meet speeifte ^eurity i^eds. One institution h^ 
installed a sua:essfui "^Uue light"" program that 
involves a campus* wide emergeiKy tetephoi^ sys- 
tem marked by blue tights ami rannected directly 
to the campus police dispateter so that instant 
help may be summcmed. Am^her innovation is 
tl^ use of offirars cm horsetmk, who aie espe- 
cially useful in {^trolling woo(kd ami otl^ tess 
populated areas, aid vfho also can be rlfective in 
controlling crowds. Some institutions have foum! 
t}» use of guard dc^ bei^ficf^* 

An aikquate communscatioi^ sy^m is essen- 
tial to tt^ security <tepartn»nt, and slKmld ii^lude 
a communications center operated on a 24-bottr 
basis and a two-way radio proviited to eadi ^cu- 
rity oflker on duty. R»iic» having more than (me 
frequency may be ne^^ssary if officers are to com- 
municate with the local police jurisdiction as well 
as the institution's security departn^nt. 

Electronic is recognized as a better m^s of 
controlling ^cess ami for pnM^i^ <%rtain facil- 
ities than either watchmen or fixed guaidiKiste. 
Central console in tl^ security h^dquarters may 
mmitor various types of alarms, clo^-drcuit 
television, remotely »»itroll^ el^trk strike- 
equipped drors, and also may i^rform otl^r se- 
curity, fire safety, ami equipn^t control fuiK- 
tions. St^h (kvices are expensive mitially, but 
may pay for themselves eliminating labor cc^ 
white providing a uniform level ci protectkm. 

Use of Students in Security 

Student Security Patrols. An eff^ve aki to 
security in sense mstituticms is tl^ use (rf stiktoit 
security fimtrols. Both mate ami femate stmtems 
vdunteer or are empk>y^ to i^trol buiUii^ 
and grounds, with sj^cial attention to pft4»tem 
areas si^ as parkii^ kHs. Althmigh sti^ent 
trols have m> pdtee authority and take no poltee 
action, ttey may be us^ to Mp with pea^ful 
ctemonstrati<HSs and with crowd rontrol at athletic 
and nmilar evei^. 
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Each pro^^tive membr; of tte f^trol should 
be intervte^ by the ^cuiity director ami shouki 
1^ able to pass a physical examinatk>n, Trainii^ 
in first aki, human relations, prq^r use <tf fire- 
fightif^ equipment, and other sid>jects shouki be 
provkied. Members usually stouU mM work nK>fe 
than four hours a day or between the hou» of 
10:00 p.m. ami 6:00 a.m. ai^pt in unusual 
circumstaims. 

If uniforms aie M{^>lied to student security 
patrds, tl^ dioukl be di^iMtive^ iHit mM tl^ 
same as thoM worn by the r^ular security staff; 
members slKHikl not wear tedges. If uniforms are 
mrt supf^ied to {mtrol members, an armband or 
other type of kfentifteatkm may be i^ed. 

Each stuctem dumkl carry a fladiUght, whl^ 
m^tedc m clij^mard, ami two-way radto to re- 
port diservati<ms ami summcm l^lp frcmi reguter 
olfiMrs wt^n ncce^ary. Bkycles are useful, and 
stmients {^trolling cm foot or after dark dioukl 
travel in {miis< 

Siu^nt PoUce. Soa^ institutkms emptoy a se- 
curity force comprise largely or entirely of stu- 
dents, ^mtent poU^, while effectively checkfa^ 
crime, also may improve student-pdice relaticms 
and ease campus tenskm 

Scmie stuitent pol^ have their tuitkm pakl un- 
der a scholarship program administered by the 
Law Enforeement Assistance Administratkm, a 
crime-fighting agei^ of tl^ f^ral government. 
Institutions' having a stmtent poltee force may use 
a a^t system, in whteh remits direct traffic dur- 
ing athlette events, q^te radk) transmitters, and " 
do other poltee work during af^rentk^shlps that 
last a year. 

In^tutions with criminal justice ctegree pro- 
grams may draw their stmtent ofl^^ from these 
pn^;rams. Such ^udoite a^tsn intend pursufa^ 
law enforcement or criminai justke career, and 
thus are highly motivated 

Contract and Part-Time Security Services 

&mie in^tutimis may prefer to omtract for 
security servi^ ratl^r than to e^driirii tl^ own 
dei^rtmente. While good molts ean be c^Haimd 
with this n^thml, there may be ^rtain disadvan- 
ta^: guards provk^ by omtn^i^ ^en^ 
may m^ ahrays be as wdl-quaUited as deslr^ 
ami they n^y not be fomiUar with the special 
pn^lems of ti^ hi^r education envinmn^nt. 
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Contract fsccurity officers and off-duty officcn^ 
fit)m other security agencies can be used as extra 
manpower on special owasions, such as athletic 
events. 

Liaison with Other Agencies 

The security department must be largely self- 
sufficient but able to work harmoniously with 
other institutional depanmcnts. It also should 
maintain effective liaison with ott^r law enfor^- 
ment agencie^^ tin; ccHirts^ the pn^cuting agen- 
cks, and the press, it is advisable that ti^ local 
chief of police be infom^ of public fuiKttons 



to be held at the institution, so that he may be 
pa^pared to assist if necessary. 

All numbers oi an institution must be a^ured 
at least the same degree ctf protection alTorded 
anyoM in the outside community. Stucknts right- 
fully have demaiKfed equal prelection ami prompt^ 
intelli^nt response to their problems, and those 
colleges and unt\^rsities with inadequate security 
programs must call upon outsitte a^i^es. Com- 
munication ami a>q>eration with local police 
units foster mutual understanding and otherwise 
are helpful to both tt^ institution and the 
COTmiunity. 
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ALL iNSTiTUTfONs of higher education have the 
/\ moral ami legal obligation to provide safety 
— that is, freedcnn from l^atth hazanb ami risk 
of injury. Apan from humanitarian and tegal om- 
aJifarratii^s, any a^^ifont represents an unwanted 
interruption in tl^ m)rmal ccnirse of tnisif^s& 
Whether it is an injury, a property loss, or n^rety 
an interrupticm of normal procedure, it is omsly^ 
undesirable, ami uni^e^ary. 

Losses may be covered by insuramre, but ii»ur- 
ance premiums over the kHig term n^fl^ actual 
losses, f^us overhead and profit. In adcfition, many 
institutions operate with high <kductibies or self- 
insure a large portira of tmses. While tl^ initial 
costs of a safety program may be h^h, the ^v- 
ings from good fKrrformance can be signifii^t. 
An elTectjve safety ami a<xicknt picvention pro- 
gram can be self-supporting thrcnigh savings in 
workmen's compensation losses and r^i^on erf 
ptt^pirty dama^. 

T!ie Wiiliams-Steiger Occupational Safety ami 
H'jalth Act of 1970 affects alm<M every employer 
in the United States. It is administer^ t^ U.S. 
Department erf Labor thrcmgh the Occupational 
Safety ami Heahh Admintstratkm (CXSHA). The 
Act was designed to opcntc through state gov- 
ernments, but until state standards are at feast 
equal to those of the federal government, federal 
standards apply. OSHA does not dir^y aif^t 
public institutions: )K>wewr, they will subj^t 
to occupational safety ami health standards as 
tl^ programs of the varicHis ^tes ane approved. 
All pnvate institutions must comply — with fed- 
eral standards if the state plan has not been 
approved, otherwise with state standards. OSHA 
safety standards cover most hazards. The law re- 
quires unannounced inspections by federal com- 
pliance officers, with {H3tentially severe fines for 
noncompliance, prison sentences in mrtain dr- 



ctunstan^s, ami q;^fied [«rimis of tinte for the 
abatement erf hazards f<wmL 

An effective safety pre^ram enables institu- 
tims, large or small, to OHi^rve resourm and 
n^t t^ir legal obligations, to provkte a safe 
environn^nt 

Administration Poucy 

For a safety ami ^ident prevention pn^ram 
to be effective, it must be the respimsibility erf 
the president. He should have a pc^ey statenKnt 
developed that refl^ his ac^ptai^ of the nK>ral 
and legal reponsiirility for maintenai^ erf a ^e 
envirmment. This statement slKNiki be ^»pro^ 
by the governing bcmrd. It should ii^lude provi- 
sion for safety (rf empk^ees, stmtents, ami the vb- 
iting public. The statement should piovicte gukte* 
lines for engii^ring, training, and motivaticm, 
and request the full ccK^ratira erf all invdved 
Finally, it should assign responsibility for safety 
to specific imlivtduals. It diouki make ctear that 
safety is important to manageo^t, and tlmt there 
arc fK*rsons accountable to Uie presi<knt for safe 
facilities and performance. 

Organization 

Re^KMisitrility for coordinating the ii^tutional 
^ety program liiust \^ assigned to an individual 
who is part of line administration* He should have 
direct access to senior institutjcmal officers and 
coui^ls. Ickally, he shouki not how <rtlk:r q>era- 
tkmal assignn^nts, such as physical plant or se- 
curity, that might dilute his attentton to safety. 
In small Institutions, however, son» combinations 
may be inevitable. Satiny is an administrative 
function. The imiividud aligned responsibility 
for safety must 1^ adequately su^wrted by pro- 
fessionals in health and safety. In large institu- 
tions several may be n^kd. In small institutions 
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faculty expertise may be used Imt cfccisk^ns must 
be reserved to line adminii^ration. 

Authority shoukl be ikiegated to the salety 
officer to take immediate action when imminent 
danger exbts. This auttority ne^^ariiy must be 
used ^>aring!y and with good judgn^nt. In the 
^rademk environmenu the safety officer acccmi- 
plishes most goals by persuasion and persisteMe, 
as safety cannot be easily mandated, but must be 
"sold/" A safety committee with f^tty, staff, aiKl 
student representation can be an effective ad- 
junct to the prc^ram by providii^ guidance and 
approval for poUctes or by cocndinatii^ major 
presets. 

Accident Reporting, Investigation, 

AND ReCORIHCEEPINO 

A definite procedure must be ^tablisi^ for 
reporting acci^nts, unsafe ccH^tions ami prac- 
tices, and progress in the safety effort. C^HA re* 
quires that specific records on pi^ribed forms 
be maintained, and thet^ are establish^ fines for 
noiKompliance. Injury and occupational iiJi^ss 
teports are required ior statistical ami plannii^ 
purposes. Such reports also may be the basis for 
legal protection of the institution or employee in 
court actios that may arise. 

The basic reason for acddent reports is ^ci- 
dent prevention. Summary ami analysis erf ^i- 
dents provide essential data for assigning rescHiices 
to aa*as of greatest need and cost bei^fit. All 
members of the institutional onnm unity stouki be 
eiKouraged to report all injurks and ^ckients, 
no matter how minor. Repeating recommendatkms 
apply not only to family, administration^ and staff, 
but also to sti^nts ami visitm^. 

Accidents shcHild be reported cm a standard re* 
port form. F<^s for reporting Kci<fents usually 
an: available from insurai^ triers at no charge. 
If tl^se are not suitat^, si^ forms may be de- 
wk^jcd within the institution. A tin^ limit for 
reporting aiui recording acciifents must be ^^xU 
fied to meet tfte requiren^nts erf (KHA aiKl lo^ 
laws. Reports should be sent dir^y to the safety 
i^Iicer for investigation, review, fdlow-up, sad 
fK^hk presentation to tl^ safety committee. In* 
eluded in the refKMi shouki be a ri^nmnei»latiosi 
for prevention or other necessary o^rr^ve action. 
The review should be compete and au:urate, 
include a statement ccM^mli^ tl^ mo^ likely 
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cau^, and specify con^ve actkm. A proce- 
dure for folkiw-up sOKHikl be estabUsbed. Depart- 
ment heads and supervisors can be traii^ in acd- 
iknt investigaticHi ami reputing techniques aiKi 
shouki be shown the benefits of ^ich reports. 

ReoNtb may be u^i in determinir^ tte 
trends or shortenings (rf a pn^ram. For example, 
acckfent or ii^itent rerards are important in 
ifyii^ situatkHis with a h^ prcrfiaUlity for ara- 
dent Such situatkms an b£ defined as any 'iKar 
miss,"* unsafe prac^ or a»kUtioii, delayed treat- 
ment case, or ^xkfent that umkr dmilar circum- 
stances eouM rewh in serknis injury or damage. 

Many elements are invoked in the acckknt se- 
quence, and sektom b an acckknt attributable to 
a sii^ cause. Careful investigatkm may iweal 
an un^e ^ one or nK>re un^e ccmdittoi^ {^r- 
scmal factors, or a ccmbiimtkin ctf tte thr^. 

Unsafe a»Klitions are a primary focus dt 
OSHA rules and regulatk)ns, and it is benefkrial 
to establish a system for reporting unsafe condi- 
tions on a routir^ tmk. Si^ch a ^stem may in- 
clude a $ur\^y by the in^itutton's safety c^Scer 
atKl may ir^r]K)rite a ^mpk fcmn for reput- 
ing or investigatir^ unsafe ccmditkms. A primary 
fumrtion of tlur department t^ad or supervisor is 
maintenarK^ erf a safe envirmment. Therefore, 
he normally is involved if an unsafe comlitkm is 
found, and corrective action shouki be initiated 
by him. More hazard(His ccmiitkms may require 
immediate %tion. 

Ui^e pr^tk^ altlHHigh tKM stress^ as 
strongly as unsafe ^nniitions in safety law^ are 
tJ^ cause ^ the majority oi ^ckkn^ asni the 
reporting of unsafe practkes sIkniM be bidu(fed 
in the system developed for reporting hazards. 
As with safety <rf the en^ronment, work tech- 
n^ues are a primary re^xmsibility ol tl^ ikpart- 
ment t^mi or supervisor, aiul cor^tive mea^ii^ 
shouki taken by him. The only exception to 
this jmi^ure is an inunis^nt danger requiring 
immediate actum by the cAserver, 

To prevent injures arKi ^ktente, it is essen- 
tial that rules govemii^ the uk ami treatment erf 
equi|mient and machii^ as well as t^havior in 
ar^ containii^ tiiem, be uinlerstood and fol- 
lowed by ail persOTs. Such ndes shouki be posted 
in €xh department in a oinsf^mnis pl^ or 
skie tl^ mwhii^ry or equipment to whkh they 
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!4>ecifkatiy refer. A checkHHit procedure shouU 
be comiuctcd by the ckparunent he^ or super* 
visor before an)^»ie is permitted to operate ma* 
chiftcs or equif^ient. 

Progress reports mi tl^ efT^ivei^ <rf tl» 
»fety effort sfKMUd be part ci tim pn^ram; they 
may im:iuite statisitical and narrative informattcm. 
In tt» past« primary focus m ^Hdent leportii^ 
was in use <rf the terms "^n^quency"* ami **sever^ 
ity.'' Although these may be of interest in com* 
fmrii^ experiei^ widi ml^r instituttons, tl^ are 
meaningful to managemait« Om d tl» tma 
u^ul ways to report to man^n^m is in finan- 
cial term& 

Tl^re are many systems of refK)rtii%; si^ sys- 
tems may ii^liuk the ratk> o( workn^^s eom- 
pensatimi to jMyndl doUai^ imuran^ pre- 
miums patd« credits on premiums (or p^ialt^) 
based m (H;rformaim, w i^ual tosses. A ^tis- 
tically valid system has been (teveioped, sup]K>rted 
1^ the Natkmal Safety CouiKil^ whkh iiidu^ 
the ''hkiden eosts^ ctf acd<tems«^ 1^ sy^em re- 
sults in a standard charge for e^ type ctf acci- 
dent — lost tin^, med^ treatn^t« dm akl« and 
pit^rty danu^. Ot^ estabiisf^, it is simple 
to maintain ami update am! provides an i^oirate 
^raisal of tte tn» cost ot ^idents. To inme 
that they are read^ progress reports siKiukS be 
relevant and intere^ng to all persons on the dis- 
tribut:on list. This will bn^n tte tese of »ip- 
port for the safety effort. 

Inspections 

The safety program slnnild provicte for periodic 
inspections ot all cfet^rtimnts. inspectims 
sIkmiM be ramli^ed by qualifted {^rsom, wto 
record tl^ir fiiKiings in written reports for the 
safety ofil^. Also, self-imfMctkm by indivktaal 
ctepartn^nts is an important of data col^- 
ticHU establishment ctf respim^biUty, ami cmnmu* 
nication. Insp^ors stoukl examii^ ti^ entire en- 
vironment* mn only for OKKlitions ttmt may rewlt 
in injury, but also for omditions that may prodtira 
ilhiess, such as impn^r use (rf laboratory ctem* 
i^h. A check list is an important aid in omdi^- 
if^ inspecticHis«^ for even an experki^ed safety 
prctfe^lonal o^dsi<mally oveito^ sot» items. 

*R<AHn H. SfomMb ami tcim V. Orima^ SafHy Mam 
nip Richard a Irwio, Ii^ 1963. 
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More frequent inflections and randcmi c^rva- 
ticms shoukl sctmiuted for more hazardous 
areas* 

Since the majority of Kcictents are caused by 
human failure^ it is important that inqie^ioiis in- 
diKk KTutiny of work {H'Kt^ and promhires 
as well ^ ctf the f^ys^ eovirotmmu« Tte per- 
son r^pcN^Me for an area or itepartn^m should 
be tnfomml of insf^ction result and be iwlucted 
in tt» formulation of r^xmmemted corrective 
actira. Rec(»mn^dations slKHikl be followed t^ 
to insure that tozards are corrected. TIte em- 
fiimh in all in^^ee^ms must be mi ccmlkkms or 
pr^t^ with a 1^ {K^tial tin caudi^ serious 
injury or pnq^erty <&mM^. 

Review of all plans and spedfications for new 
cmstrwtim or reiKivaticMi slKHik! be induded in 
the safety {mgram to avoid buih*in hazards dis- 
covered only after die f^ity is in use. It is much 
less ex{^ndve to ccnrKt tl^ hazard paper than 
after the pro^ is cmnptete. In order to perform 
this fui»^m« tte safety (dker must be familiar 
with q^lteable cmtes and regultitkms, such as 
tiK)se erf OSHA, local buHdhig or fire co^ and 
inmance craii^y ^ndards. 

Safety Standarm 

Standards ^ablished by goverimiental c(Ktes 
and laws must be ccmskfered minimuffl ^andards 
fw safety, and it is often necessary ai»l desirable 
to ex^i iim legal requiren^ts. Many tnstituticms 
provkle such stamiards hi tK>oklet fcmn to archi- 
tects ami o^ii^rs, represeming time require- 
ments that are unique to a f^rtkuiar o^nizaticm. 

Buikling standank should incliKte tHA <mly tl^ 
tosic requiremrats to n^ tl^ of tl^ par- 
ticular buildingt ^ ^>cdai requiren^nts st^h as 
fadlitks for maintoianoe ami luni^keepii^ fire 
pnrtectiim, facilities for the handica{^)ed, ventila* 
ticm, illuminaticm, and first aid or en^igeit^ i^eds. 
GrcHimte ^mJards may |»ovid^ for w^kways 
and nmls, trafite omtrol, ami luting. Plamii^ 
sIkhiU be located such that tl^ do not interfere 
with safe drivii^ 

%>eeial safety proviskms apply to laboratory 
copending on tl^lr i^; for example, the r^uire* 
n^ts for a research iateiatory are different fiom 

cm: Accident Cosi amt CorUrot (Oiapt^ 7), Hcuewood* 
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those for an unctergraduate m teadm^ laboratory. 
Ti^ nature oS the work also has an effect on 
safety requirements. General requiremems for 
lal»nuones shouM ^*cify wtequatt Ughth^ ami 
ventilatkm, alternate means oi egress, safe ami 
eflkknt stcn^ and handling (tf materials, and 
appn^riate protective dev^es for perMms using 
the laboratory, such as safety slxravrs ami e^ 
wash f»niitics, en^i^^ncy Ineathii^ apparatus, 
^rinkkr sy^ms, ami explosion venting. These 
devuxs should be test^ periodkaUy ami must be 
pn^rly maintained. Limits should be set on the 
quantities oi flamm^^ ami o>rro$ive materials 
^red in ti^ area at one tixm. 

Motor vehick standards dKHiki include the 
latest legal lequirei^nts for safety devim, a sys- 
tem (rf quahf^tkms drivers i^ii^ instituti<mal 
vehicles, a reporting system for vehicle defects, 
and fotiow-up procedures to insure th^ vehicles 
are maintaii^ in safe «>miitkML 

CMkc areas slKmki offi^der standards for ekc- 
trical supply atkquate for typewriters, (ksk lamps, 
and other electrical equi]»iMnt Floor io&^s^ ami 
stability are a ^Hiskleration for filt^ cat»nets. 
Many modem liles can be att^hed to a waU or 
to each <Mher for stability. Siace oflke «wkere 
vary in their requirements (&t comf(m, minimum 
standards shouU be established to regulate office 
tempemture ami vemilatkm. 

Sh(^ and maintenaiKe areas require attenti<m 
to machine guarding, ventilaiion, du»t collection, 
electrkal grounding, use of flammable liquids, and 
adequate training per^ms wIk) (^rate tte 
mKhinery and equi|«Mnt. These requirements 
are detailed specifically in the OSHA regulatkms. 
There are other specialized requirements to be 
met in establishing or operating fmxi services and 
similar o^pancies that may be (Kculiar to ^i^- 
ti<»iai institutions. 

Laj^ puUic as^mbly areas such as tiuaters 
and stadiums present the {x^Ulity <rf cat^tn^ 
tc accidents. Safety standarcb and inspections of 
these areas should be especmlly rigormis. Ade- 
quate emergemo' exits and l^htif^ as well as emer- 
gency proc^nres slKNild be provided. 

Many in^ituti<M» haw stamiards for persms 
workif^ akme fai shqM aid laboratories. For the 
most part, these stamiards limit the functims that 
may be perftMrmed after iwrmal woridng hours to 
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(rffke work, custodial dutks, or nonhazaixknis 
labcM^tory procedures. Scmie require that no f^r- 
sons work akme or that persons «^rkbig aknx be 
monhored in ^me way, chedi in {Kitodirally, or 
sgn in and out, with regular checks by security 
persons. The safety officer may wish to ask one or 
nK>re numbers erf the safety ccmuiittee to a»ume 
^ledfk res|x»sibility f<H- ftrflowii^ up on ctmipU- 
ance with established safety standards. In the 
event of an ^xident, those renxmsible for the 
follow-up procedure stonld make sure that a)r- 
f^tive ^tion is taken by the a pp r c yria te persra, 
and that the safety oflfeer receives a full report 
of the result 

Emergency ^(KTEtRRES 

NuflKfCKis emeigeiKies may be encoumeriKl, 
and it is iKcessary to esiabKdi ^}edal procedures 
for each type. Stuatitms lauded in such {ban- 
ning are fires, bomb threats, gas teaks, tornadoes, 
floods, earthquakes, and hurricanes. Emergency 
procures siKMiId iiKh»te a chain (rf ommiaid 
estabiishhig the authority and respimsibility of 
various individuals. In emei^emries, procedures 
sometimes must be changed at an instant^s notice; 
therefore, responsible persons should be selected 
lor this fuMtkm. 

Buikhng ev%uatk>n is require for fires, exfdo- 
skms, lx>mb threats, hazar(k»s atim>qdter^ ami 
certain natural disa^rs. eviKuatifm plan 
should i^ude rei^xM^Ulity for activating and 
executii^ the plan, with the t^cessary tnunii^ and 
practice. It should include an assembly check- 
point to insure th^ all persms have b^ e\^- 
uated; this point should be free of the hazard 
causing the evacuation. For examine, in the event 
ot a Ixmib thrrat or fire, the ^teiralk immedi- 
ately mijm^nt to tl» buikUng wtmki not be satis- 
ftttory as an assemUy ch^pc^ because of the 
danger frran flyu^ missiles or tte biteifere^ 
whh fiie-ffghting c^ratkms. HuKiteaf^ied pe»(ms 
may require ^^^ial as^tai^. 

Disaster ^ften shmki be ctes^nat^ ami all 
pcrscms infom^ (rf their k)ratkH» ami ii» ^e 
routes to reach them. It is ia^KKtant that dieher 
k)cations and routes be properly klentified with 
easily umterstood signs. Depeodhig on tl^ esti- 
imted time persons may be required to ^nd in 
tl» shelters, proviskm nm^ be mmk for food. 
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ventilation, and sanitation. I^gnatcd i^rscms, 
usually department tei^ ami supervises, require 
training in the managen^nt ami qperattcm ctf 
sl^hcrs. 

Notitkatton aiKl atertii^ systems are r^|ttir^ 
in any emergef^ plan. In ^Idkion, sf^etal ecnn- 
municaticm systems such as teteplnmes and r^Uo 
beef^rs are necessary for atertii^ perscms* 
Depending on availabte nescNir^ ami factlities, 
separate syi^ems may be estaMisted for different 
types eNf emei^ndes. Ferbdic tertii^ is required 
Cor c^rational readiness and trainu^ id perKm- 
1^1, and to insure that there are m> ^ite^ ^kks** 
where signals aa' inawlibte. 

Ftnu aid f^ilittes, equi|mient, and training are 
essential for an emen^i^ ^^ial staticms. 



tire-tighting equipment, certain n^dkal supplies, 
ami personm^i traiiwd in scHne or all areas may be 
required, ^tf-life rapf^s slmrid be <teter- 
mlKd, with <Hitdated sujqs^ repl^d as 
»ry. TT^ imtituticm^s {^y^iam pnrtmMy wilt 
want to iMCcmK in^ved in sefeokm ctf 
ami trainii^ of perscmi^. Tbs toral fire de^it- 
ment can be t^lf^ in providing a^lstaKe ami 
training in the use erf extinguisl^ and other fire- 
f^thting apparati^ 

Re»ue teaim may be it^hided in tbs ^pkan to 
provicfe eiTCrgei^ r^oie, mliaticHi mraitorii^ 
and other ^rvices. Special ^{uipmem, as well as 
necessary protective clothii^ slKmld be made 
available to these teams. &kJi teams also must 
receive trwiii^ ami pr^to. 
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Administration of Endowment Funds, 
Quasi-Endowment Funds, and Other Similar Funds 



THE THREE princq»i categories d eodowmeni 
ami similar funis an eiuknviiKnt funcb, tsm 
emiowment funds, and quasi-eodowment funds 
(KmietiiTCs r^ned to as fiuKte ftuKtkmii^ as 
entowment). The prii^»l ai an &itama^ tmi 
is not expendabie by an institution under Use terms 
erf tile itt^nm^ oirath^ Uw fitmi. Tenn oKknr^ 
n»nt funds are like en<k)wnient funds, but all or 
1^ of tlie prii^ipal may be expencted a 
^at^ I>eii<Ki oi time or iqxm the occurrei^ of a 
obtain event A qoa^-eadoFmaoA tuad may be 
totally expemted at the discretkm (rf ibs goveraii^ 
b(Mrd. Many prin^)tes of fumi ^iministratirai 
^^y to all fui^ in the oidowment, quasi-eodow- 
ment, and ciibet similar fumis grmtp. All three 
types of funds — endowment, term endowment, 
and quasi-endowment — shmiki be reported in tlie 
eiMiowment and similar funds section of tlie tel- 
aiKe sheet, and the Identity of the groups shcm^ 
be clearly differentiated in the fund balance 
iiecti(m. 

Itie dag£ Imdneiii ofil^r or o^r (teslgnat^ 
officer Is re^xm^l^ for insurii^ that an fiimls are 
used in compliance with applkable r^rictlcms 
until such restrictions are removed. Because of tfe 
relationship between good stewardship and long- 
range succ^ in raising emkiwment fumte, this Is 
a most important furotimi. Hie r^xmsSHe 
therefore should have a thorough understanding 
ai the 1^ frameworic withm which he must act, 
an] the fui^ must be used in nnnpfia^ whh 
legal restrictions. 

The Legal Status of Ekdowment Ftmos 
Emlowroent funds, sometimes called "true en- 

JF«- a mffiv compile dsctist^ (rf tte sMeet, see ¥ 
of Endowmeiu Funds, New Yofk, Tlw Ford I^tttteikM, I 



(k>wment hm^'' have tl^ nibject ol o^i- 
^abie ^al disct»skm. The las^ s^itHis qoestiaQ 
Is v/h^t^ fmd ^q»8Cffltiofi, rraUzed and umeal- 
ized, mtttt be treoEni u inliKqMi and tfaeref(He 
be am&idered uneiqjendable. The answer depends 
cm dK ejo^it u> wh^ die oi [^vate 

trust, law are ^^riicabte to «b^d(»»l faistitii- 
tions, which are combed diaritaUe eoiptxa^ 
tkMis gimmed by a mixture <A tnnt kw, cofpcnn- 
tion law, and, to sotic extent, C(»Ur^ law. 

There are two major concqns <rf die le^ 
nature of endowm^t funds. The traditional con- 
cept is that an endowment fund b a trust fuml 
and that all entkjwment funis are to be treated 
as in trust. It b ircoiseqiKntial to prK^xments 
ai die trust omk^ diat an ii^itu^ may hdd 
pn^rty in tru^ for it^lf ((» in a bn^kf s«^ 
for die and diat d^ diree-way s^mratkm 

<rf tn^^ life bo^ciary, aikl remainteman— 
tte a>tastU(m& (tf pmats trust law — does not 
exBL T!» Kcomi amceptt tm »kq^ fai 1972 
by ^ Natfamal CcMifera^ <d Omunbskn^ <m 
Uniform State Laws in the model Uniform Man- 
agement of Instimtional Fimds Act, is that edu- 
cational institutions hsM endowment funds tot 
tl^ir own benefit as their absolute property, diat 
the laws a|^icable to charitable cofporatkms 
pply, and that prindp^ of jvivate trust law are 
iOt aj^licabte.^ 

"he Endowment Fund as a Trust Fund 

Unler die trust fund dieny, an oidowment 
fund is viewed as being held in trust regard^ 
of whether trust language is used in die instru- 
ment establishing the fund, ami die prim:^ d 

m L. Gary and Craig B. Bri^ TA* sjj^ Lor* 
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emlowmeflt fuml must be matntetn^ mvkilate 
in perpetuity. Principal, moreover, h construed 
to ii^luck only ort^nal vali^ of tt^ fund 
wl^Q estahlisl^ ami tl^ original value ci any 
mkiiticms to tl^ fund, tmt also ^qmciation in tl^ 
value of investments of tl^ fund. For exmapte* 
if a ctonor estabUd^ an en<k)wn^t fund of 
S1(X},000, With tl^ iiKxmie to be us^ for faulty 
salar^, and om a p^wd of ten shears vali^ 
(rf the investments of the fund grew to $180,0(X), 
the full $180,000 would have to be kept inviolate 
dx^ no ponkm oi the $80,(K)0 of afq>iecktkm 
couU be expemkd 

To ^hkve as mi^ &xibility as pc^&)le in a 
gift, educational instituttons shoukl dfeanirage use 
oS technkal tnat language in d^tor wills. 
It is important diat tte ofikers r^x>imbte for 
fund rabing and fund admintstratk>n be aware oi 
ihesc implicatkins. If it a[^)ears that m institu- 
tion may forc^ to serve as a trustee in die 
technica) sense, tte pmbkm should be resolved 
in the courts as promptly as pc^Ue by i^ly* 
ing for relief from tl^ fcmnal requiren^nts erf 
trusteedi^.' 

An anomaly in tl^ trust fuml a(^m>ach to en* 
^nvment fui^ is tl^ prxti^ of conuninglii^ 
assets for invest r nt purposes. In private tiu^ 
law, the rule forbidding a trusts to commingle in- 
vestments of two or nK>re ^fmrate trust funds is 
strictly applied. (Under special legislation, how* 
ever, banks are permitted to commii^ tte assets 
d trusts at which ti^ are the tru^ees.) If 
accepts the concept that endowment funds are trust 
funds, poding in\^tments of einlown^nt fumis is 
not permissible. However, most educatkuial insti- 
tutions have pooled inmdmnts erf emtowment 
functe for many years, and thk pract^ has Kver 
b^n chalten^L This deviatbn from private trust 
law as applkd to enitowment funds of ^i^- 
tkmal institutkms seems to have gaii^ univer^ 
acceptance. 

Anod^ ransequei^ of vfewhig en&nvmoit 
funds as trust f:uKl5 is that ttm govemn^ Ixmrd 
may ncM delegate re^nsibiUty for management oi 



inv^unents of endowment funds, e^ though it 
has free«&)m to ctel^te other inqxHiant (tectskHi- 
making audiority to cheers ct die instituticm. 
Therefore, in some juri^ktta^ tt^ governing 
iKwd, or at least an inv^tn^t cmunit^ com- 
posed of ^>veming bcmrd n^mb^, actually mm 
(fectcte to {mrdia^ or sell q^fic investn^ots. 

AbsaUite Owiwrship TImary of Eiuhwnwnt Funds 

Several states have rejected d^ trwt thei^ in 
lawr (rf the (tocdt^ that diaritabte cofporatkms 
bold 0^ emkiwmen^ fusKls K^dy for dieir own 
ben^t It fdknvs that tl^ faiv^moit ami admfai- 
istratkHi oS diose fumls are ^^v^ned by the law 
ctf dmritabk anprn^tkn^ rad^ dian by d» law 
of private trusts. Thb dc^ result hi clear-cut 
gains tm ^i^^mal institutknis fai diose states, 
however, because d» law erf diariml^ onpora- 
tkms is kx»ely applied and crftra omf using, draw- 
ing on a mbmiitf erf anpwate, trust, and attract 
principle. It pmstbte, for exampte, for a court 
in an "^abscdute ownersh^** state to readi die om- 
clusira diat qqirectatkm mi^ be omskl^ied part 
(rf priiKipal as in priwu trust law, oontr^ to 
tl^ general (»4iKqrfe erf ^npcMaticm law that ^^>re- 
ciatkMi may be treated as earnings. 

Moreover, subject to provhkms to contrary 
in the law <rf d^ state of ma>r|K>ratk>n ch* in the 
charter cbcuments, the governing board erf a char- 
itabte ccHptHBtton dc^ have sraie freedcnn to 
etelegate authc»1ty in om^cdcm with investm^ 
functicHH to a cemmiittK <rf its numbers m* to 
^qm^iriate onporate of&^r^ but tt^ detegatkwi 
of invesmient authority to (Htrf^skMial faivnt* 
ment managers who are not ofi^ers of the cor- 
poration dKHikl be made subj^ to the ultimate 
responsibility <rf die bminL 

Uniform Management of Institutional Funds Act 

Tte model Unifcmn Act was propose as a 
serfutkm to tl^ problen^ hivtrfved in ^mhiistering 
emiowTOat fumb. Thh nKMtel Act j^rmlts pm- 
(teit use of ai^)recidti(m« q>%ifi^ tte nature of 
faivestment audxmty, aSkim the (k^atkm erf 



^te^ ami univerriliefi shwhS scnijNiiiMisly avoid serving ^ ex^utm trustee of t^am^tfary trosifi ooA an 
(egaily foreckxsed frrat serviag ia time capaciffes in tmi stales. A donor may acbk^ the of rnkdnu the tnstitu- 
tton as an ex^utcH- ^ t^tan^flttary tnis^ by raming on tastimtiofml c^ker (uso^ an inv^teMi^ €^ cHlm* fln^^ial 
officer) in his individuai capacity. This procedure, hewew, should be adof^ed only when the ckmor is fully aware that 
cmnkts tmy arhe betwen the iostitutiofi axKl c^ier ta^iarks ami wtoi the imtitutknml oflte^ k ftdly aware (rf hto 
fttodary raqxMisifailitiea. 
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, povi€f to mate investment ckcntions, md pre- 
scribes a standaitl of business care aiv prudence 
to guide govemii^ boards in v :er>* >g their 
dut^^ 

In^Mftant definitkms iihrlmkd in tt^ modei 
Act are: 

InstiiuiUmal fund means a find t^ld by an in- 
sUtutkm for its exclusive use, beiKfit, or pur|mes, 
but does not include (!) a fund held for an snsti- 
tutfon by a trusts that b not an imtitutkm or (2) 
a fumi in which a bei^&ia^ timt b not an li»tH 
tutbn has an intor^t, cMher than (K^ible r^te 
that could arise upon vtolatkm or faOure of fStm 
piiffHises of the fund. 

Endowment fund means an ii^tutii^ fumi, 
or any imrt thst&yf, mn wholly es^Kikbit^ by die 
ii^tution on a current l^is und&r the terms ctf 
ti^ ai^ticable gift iMtrument (Imirfidt in thb 
definition k ti^ cmtinued maintenam^ erf all or 
a ^)^tied part of tl^ cH^ii^ g^) 

Hi^aric dollar value means the a^regate fmt 
value in dc^lai^ of (I) an endowi^it fund at tte 
tin^ it became an emk>wii}ent fuml, (2) e^ sub- 
sequent donatkm to the fund at tte time h H 
m^, and (3) ^h arcumulatkm ^trsuant 
to a dtrectbn in the applicable gtft htstrument at 
tte time tte accumulatkm s ackied to ^ fimd 

Apprecimkm as used hi the nxxkl Act means 
appreciation over historic ctollar valt^. H^r^cm, 
if the market value b t^low the hbtmk (k^ar 
vzXw dl tl^ fund, the institutbn may q^nd cmly 
the yield. 

Upe Income and Annuity Funds 

Institutbns also may revive ^ts or beqtttsts 
subject to payment of ii^on^ or qsed^ amounts 
to OIK w more benefeiar^ for Ufe. In thb hi- 
stance, tl^ histitutkni func^HK as a trustee fOT 
federal tax purpc^es. Such fuiKb are iKtt ""imtitu- 
tkMial fumb*" withhs d^ so^ of tte nx^X Mm- 
fcrnn Act but win becra^ sudi iqKm ifeath of 
the last beiK&iary. Ttey nei^rthek^ pc^ns 
many characterbtia of mstituticmal OKbwn^ 
fimds for administratkm ami investm»t purpc»^ 
Opinions vary regarding the proper n^thod of 
dassifyif^ life iroraie fimcb mk die balance sl^ 
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but rcgardle^ of the refxirting medKx! u^ .die, . 
fumb mt»t \^ labeled clearly as sirfi^ to Ufe 
inccMTO reservation fomm^ or crtl^rwbe. 

A life in^mie agreem^t b an agrrament 
wi^reby moi^ or other fmsperty b macte avail- 
able to an instituticHi on die omdhkm diat the 
imtitutkm bind it^lf to [»y perkxikally to die 
donor or o^hsx cte^nated hKiivkfaial(s) ti^ ifmni^ 
ean^ by the ^ets chmat^ to die faMitutkni for 
tl^ lifetime ctf tte dcmir of the ctedgnated 
indivkluai(s). If die institution is obligated to 
I^y stipulated aoKnuUs noher ttao oily the hi- 
COTic actually earned the assets, the term **an- 
nuity agr^nmit*" stu»ikl be used. An annuity 
agreement b an agreen^ wher^ mcmey or 
otl^ property b m^ availabte to an ii^titu* 
tkm on die condition diat die faistituttoi bind it- 
self to i^y {i^r&xilcally to tb& ctaK>r im- oth» <to- 
i^ted imiivkluaHs) ^ipulated anKmnts, whkh 
payn^ts are to fimninate at a time specified in 
d^ agreem^ 

Prkff to dK i^^age <tf the Tax R^mm Act oi 
1969, arrang^^ts dcmors w^ dften hi- 
fcmnal Many institu^>ns soi^t to avoid the 
(isHliiig (rf a Uiist relattcrnddp m^ter tocsi law by 
of "^life hiomie agre^i^ts** ami scniimlous 
avotdai^ of use (rf tte wmd "tmst"* Tl^ Tax 
Reform Act of 1969 c^iriy estatHbbed die exb- 
te^ d a mist rebtkmh^ (for Intmiai Rew- 
niK S^-vke purpc^) wIkh ^lucat&»ml imtitu- 
ti<Mis are tnistras of life iimmie fui^. Tl^ Act 
stipulates that gifts «- bequests aib^ to life 
inccmie must be to qualifi^ pooted life bi^mie 
funds or charitable remaimter tmitrusts or annu- 
ity truste (m defined in d» Act) hi oida to qualtfy 
for the in^rn^, estate, gift tax diaritid^ (Educ- 
tions. Definitk^ oi d^se ^t^ mittt indmle 
(tetailed imivbicms goventing admmbtratimi o{ 
vark^ ty^ of timts. Drams may make lukfi- 
tkmal gifte to dieir exbting pod^ Ufe hiccmie or 
umtrmts. Howe^, aibliti(H» to amiuity trusts are 
not p^mitted tt^ Act 

Institutkms that now adminbter or {dan to ad- 
muibter life ii^>n^ trmts should advto frcmi 
rounsel to hisura omipliaim widi r^^mt prosU 
sbns erf fecteral ami state law^ re^KMi- 



I«? L'^^*^'^ foltowft^ ^ates have med ll» mocbl Uoiform Act: Califomb, Cofcmtto. Coomrcti- 

Gut« illinom, Kansas. Mai», Maryla«I« Mmimoifl^ New Hampshire* Tem^ee* Venn^ Viramb, and W^tua^^m. 
In wfaUtioiu New Jersey, Penmylvania« aid Rbock IslmKl ^ssed timUar am Mm die mocbf was 
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sR)te for Itfe inccmie misc administratkHi and in* 
vestments should t}K>rou^y famUiar with tl^ 
pract^ comkteratkms invdWd 

AltlKHtgh its relative inqxMtai^ Im dimfaiish^ 
t^ause (A a 1969 tax treatiwiit diai^, tb^ dsar- 
itabte gift annuity remaiw an a^tbnal d^eired 
giving q^tkm. 

Several basic poltey ctecisimis must be made 
the gov^Tming b^rd m hivestment ccnmnittee <k 
the iMtitution with r^^ect to ^di d^erred-^ving 
cplhn oSered, These policy (kcBicms fa^hxte: 

1. The suitability of eadi {Nirtfcular tyj^ ci 
agreement to the i»titutkHi*$ ami 
<^rating ^^bOkks. 

2. The mfftimum gift am<Huit required to ^tab* 
Ikh the type «^ trust in quotkm* 

3. The maximum numbn oi life b^ie&iarfes 
permitted. 

4. The minimum ^ to life b^i^dari^ 

5. Tl^ &s$t of iflv^tment management and 
administratkm aiKi wted^r to dmgiR a fee 
to cover these costs. 

Ufe Inamw Fumb 

A po<^ imcm^ fttiKl Is a trust, (tefiud in 
Sectkm 642<cKS) of the Internal Revenue Cocte, 
to which dom>fs make irrevocabk gifts ci money 
or s^nuities diat are ccmimin^^ with ptop&ty 
of other (kHK»^ who Imve made sfanilar trai^rs. 
Each dom>r retains a life incoo^ inters for him- 
self ami/or mc m nK»re nam^ beim^mrto living 
at the tin^ tl^ gift h made. Each i^i^&iary is 
entitled to his {Ho rata share oi tte pool^ furnfs 
eaminp each year for his lif^ime. At tl^ death 
d the last bcKfteiary of any oi^ ctomv, the 
charitable organizatkm severs the ctofmr*s share 
of tl^ poc^ fumi ami it fm' its charitabte 
purposes 

The assets erf a poo^ fmui may l« omnmfa^M 
with tte assets oi otl»r institutkmal fumte— 
as assets of an associated encfowix^f pool, untos 
tte pool is faiv»t^ and a<fanin»t»)^ M a total 
return basis (total return b dim»^ hi ti^ gI^k 
ter "Inv«tment Managcn^nt*! — as Umg as cte- 
taikd ac^xHinting reccmis are maintairod q^ifr- 
cally identifying tte life iiKmie pcHtkm oi ti^ 
pool and the inom^ ean^ by ami attritmtabte 
to that pc^tKNi. Tax law r^ires that tbe market 
value, unit n^tiiod ci amounting 1^ u^ f^ all 
poc^ life fa^m^ fuiuh, wtedm* <^ d» 



assets are cramiingted with a^ts oi ^Klowment 
funds. 

TIm ii^tuticHi may detegate its trusts r^Km- 
sft>aity for tl^ in^tment managen^t erf a pcx^ 
Itfe iMome fumi to a t^nk w long as it retains 
the jKiWf to chan^ tn^^. M<neover, a bank 
may \m a ccmuncHi truM fund as an faivestment 
vehtele; by using this device, it nmy be po^ible 
smalter institutk»» to ^ect o^isicterable cmt 
»vti^ ami ^iteve greats divera^atbn erf tteir 
poc^ Irfe hicon^ funcfe, 

Inv»tm^t managei^st erf a pcx^ Iff e inccMne 
fund presCTts no unk^ue pn^len^ bu^ as with 
any mv^tnKUt pod, tl^ fa^titution shcrnM state 
ckarly the investinent c^jectii^ InstitutkM^ cq)er- 
ating only oi^ poo^ incmne fund usually q^t 
fm a l^laiK^ finKl ain^ at nuxter&te inccmie 
ami smne growtii. Larger ii^itutkHK may w»h to 
opmte mme tlum <me Itfe inoHi^ pool in on^ 
to give ckmcm a wie^ dioke of incon^ ami 
growtii optkms; an imfivkiual (kHKsr*s selectfon erf 
a givp^ op&m will depend cm his charitaUe ob- 
^ctivM for the institutkm and cm tl» ^s erf 
tte beneflciarks ami tl^ {Articular finai^ial 
circumstai^es. 

CfmitaNe Reffu^^r Un^rum 

Ui^ Sectkm 664(cIK2) of the Internal Reve- 
nue Cocte ami attemiant r^ulatkms, tl^re are 
thr^ variations of the unitnist 

In d^ "strai^t*" unitrust a ekmcH* irrevocably 
trm^ers moi^, securi^, or prop&ty to a sep- 
arate trust having a charitabk remainctennan, with 
payn^nts to 1^ dhtrfinited to named ben^^urks 
at teast annually in an annnrnt equal to a fixed 
percentage (not less than fiw p^-cent under the 
Act) erf die net fair market vali^ erf die trust assets 
determii^ annually. On the cteadi of d^ last 
teneficiary, the trust tmnh^es and the a^ets are 
distributed to tl» charitabk remaimteman. The 
dosm may ete^nate himself and/m e^er bene- 
fidaries to r^iw di^ payn^ts m Umg as die 
ctestgnat^ bei^fidar^ are alive at die tin» die 
trust is a^ted and i»yments are made for dieir 
lifetime or for a term not to exceed twenty years. 

Tte ""mt hj^em^*" unitoist is like a ^rei^ uni- 
mi^ except that i»iyn^ts to bei^cbrte are lim- 
it^ to th« actual inanne ean^ by die trust up 
to, but not exce^ing, t)^ fix^ per^tage stat^ 
in the trmt agreen^tt 
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In the ^net-pius-ma^up'' unitrust, i^yn^ts 
arc limited to ordinary earned income as in the 
ease of tl^ net income unitrust excqK that |my- 
ments may exceed tiK stated i^rcenta^ up to but 
fU>t exceeding tl^ amount required to make up 
any accumulated defkienctes frcmi fmor yrars 
(years in which the trust earned less than tte 
stated percentage). 

The net income and net-plus-makeup unitrusts 
differ from pre- 1969 separately invested life m- 
come funds only in timt the i^)^t rate ^t^ in 
the instrument impmes a ^Oing on distritnttkms, 
expressed as a percentage of the fair maiicet value 
of the trust assets. 

The net income unitrust win be used most fre- 
quently by deter ck>nors seekmg maximum i^nne 
when the institution has no iiKxmieHMiented poc^ 
fund, and this naturaOy will dictate the mv^tment 
strategy. Om:e the initial investment b mmte, in- 
vestment activity in si^h trusts must be executed 
with care in onter that inct^rc paymrats are not 
redt^d« 

The net^lus-makeup cation usually will 
chosen by younger dcMK>rs seeking capital appre- 
ciation until retirement and maximum ircome 
thereafter. The investment strat^ ti^refore will 
be similar to that for a strait unitrust initially 
and shift to a net income strategy at a later date. 
The develi^>ment off^ b respon$B)]e for inform- 
ing the investment oflfcer in (fetail (rf tte (kmor's 
objectives in such cases. 

The straight unitrust differs from the otl^ in 
that a stated percental of the market value erf 
the trust assets must be distributed annually re- 
gardless of wl^ther this anuMjnt ts ean^ by the 
trust in the form of interest or divktends. To m^ 
the payout c^ligatbn, tax law si»;ifies that the 
trustee must first pay all ordinary iimmie fnwn 
the current year or prk)r years, tl^ pay realized 
capital gains from t)^ current year or prk)r year^ 
and finally return primripal to the bei^ficiary, if 
necessary. Moreover, the payments retain tteir 
character in the hands of the beneficiaries ami bk 
taxed to them accordingly. Hence the straight uni- 
trust b primarily of inter^t to <fen<m hi hi^ 
tax t « kets who seek maximum af^vec^tkm ami 
minimum ordinary income* Ilifs dictates an acti^ 
closely supervised, growth-crknted inmtn^te 
program. 

: i I 



Adminbtratively, several o^om are available 
for the mana^ment (tf unim^ts. Th6 insthutton 
can, m effect* run a «nall ^^trmt <^partm^t,^ 
making individual ctecbkms widi r^4ct to die 
invesumnt ot each strai^ unitrust This b diffi- 
cult and costly tot a large numb^ d trmts. It 
may pc^ibte, iKiwev^t for Ibe histitutt(m*8 
investment adviser to prejmre a Ust <rf a limited 
numl^ ctf low-y^, growtiK»^t^ secmMes in 
whfch all s&a^t unitrusts will be invested. Tl^ 
ontinarily will be i^ues t^ld m die in^totkm^s 
r^ular prntfcrik). Sudi a list stKMtld be mcmitc»ed 
ck^y ami review^ r^ulafly. 

An institutkm may el^ to have a bank serve 
w tn»tK of its unitrusts, in wUdi case die in- 
vestn^nt vehkk fen- aH but the largest trusts ordi* 
narily wHl be ti^ tmnk*s growdKHirated common 
trust fund. Such an arrangement may permit an 
institution to accept smalter straight unimuts than 
it could afford to accept if it retained direct in- 
vestment re^xmsibility. 

An imtitiitkm also may ekct to bxmt its stra^ 
unitn»ts in a minimum nimib» of growdiK»rk * 
mutual ttmtk. 

ChaHtable Remdnder Annuity Tmm 

An annuity trust b defined fai Section 664(dXl) 
of the Internal Reveni^ Code as <hk o-rated 
a (kHK>r irrevocably tran^mii^ n»ney or s^ir- 
h«s for tiK beiMfit (A a diaritaUe Ofganizatifm 
in exdiange f<»- a fixed <k>Uar auKHmt (at \easX 
fiw I^r^nt of tt» faiitml fair mai^ vahK oS. tl» 
transferred pnq)erty) to \^ {»id at l^t annually 
to a (ksignated b^^fictery of l^»ficiar^ tox 
tteir lifetimes or for a fixed term wH to 
twenty years. At tl^ (teath of the doQ(» « the last 
surviving bene&iary, the trust terminates and the 
a^ts of tl» annuity tru^ are traiKf^red to fl» 
charitable organization for wfa^ iSt» trust was 
created. 

Except that the amount of the annual payment 
b flx^ at i)» onXssU the annulQr trust is es%n- 
tially similar to a unitrust; the same '*ti€red*' pay- 
out rutes af^lies to it and straight unitrusts. Be> 
cause of tfie fixed annual payment, the donor has 
faiterest in inv^tmCTt strategy only to extmt 
that (1) it aff^ the character d tlte payments 
and (2) &e trusts pursue a strata diat, at a 
minimum, preserves sui^ctent assets to make tlK 
requir^l jwyn^ts f(»- the life of tei^^. 
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It fallows that tte investn^t strategy for such a dq^eiHiiiig on board actton on me of eaitiuigs from 
trust shoukl be growth-orknted. the investments of si^ futtfe. 



Restrictions on Use 
OF Endowment Earnings 

In accounting recotds and finamdal rqiorts, 
fitmls in the etHtowment ami similar fumb grcmp 
also stouU be classified ^raidii^ to any limitatiinis 
placed (HI use irf their earning* Eamii^ siKMiki 
be dassi&d in the ao^ninting records as unie- 
stricted if no limitatkms are impost tl^ (k^nof 
and restrkted if limitatkms are impc»^ by tte 
ckHK>r. If the govemii^ iK^rd, rather than a doror, 
establkhes limitatkms on use of the ^mings frcmi 
any funds m this group, ti^ term ""d^ignated^ 
slK»iki Bp^i&i to siu^ f imcb. ""Dn^ted^ can 
tder only to unrestricted f umb. 

All enctowment f umb tl^refc»e slmikl das- 
si&d according to limitatkM^ on (1) eiq^endimre 
d princq^ and (2) use of earnings frcms the m- 
vestment of th^ funds. For exam^ if a donor 
q»eci&s that the imnci|^ must be reteined but 
mak^ no stqHilations omcmiing use of tt^ eam- 
ii^ tte fund b an unr^trkted eiKk>wii^t fumL 
If the dooor ^^eci&s that tbs evnii^ f rrai Uie 
fund be used for a certain in^ruoiiHial depvtn^ 
or otl^ ktenti^ purpose, tb& fund b a restricted 
emlowment fumL If the governing bcmrd c^id^ 
to use the earning from an unrestrktcd embw- 
n^t fund for a spediK purp(»e, that fund be- 
a (tesignated ^utown^t fund Tte same 
situatiras may exbt with r^pect to u^ of earn- 
ii^ from term en^town^nt funcb, which abo may 
be classify as unrestrkted, restrkted, or desig* 
nated term emtowment fumb. 

If a ckmOT mak» a gift to an h^titutiim, ^^i- 
fymg only that it be used for a q^^ific mstitu* 
tkmal purpose and not stijmlating that the a^ets 
oi the fund be maintaii^ in perpetuity or f (»r a 
period of time, and U tl^ govern^ brard etects 
to invest the fund and e;q>eiid only the eamii^ 
for tf^ purpose stipul^ed the (tomr, the fund 
teccHTOS a restricted quasi-emiown^t fiu^. Otl^r 
fumb in thb cat^iy may be classified as unre- 
stricted or designate quasi-endown^t fuinb. 



Cv Pres Proceihjre 

In scm^ ii^am^ a (kmx may^ by the tenns 
ol hb gtft, have so Umtt^ eid^ the {mrpo^ for 
which an emtowment fuml may be us^ or the 
mam^ in wh^ it may be invested as to i^verely 
limit tl^ valiK ol tbs fusA to tlK ii»dtutic»L In 
sudi it b <dtm ufKteiral^ inqmcti^ and 
sometin^ in^c^sible f(^ the institutkm to cost- 
tiniK to ccNnply with tte ctamr's wbb^ To gain 
rel^ frcHn impractical r»trktkH^ the institute 
may brii$ a cy pres we&m in an ^n^riate court, 
s^kii^ to impart from d^ or^^nal terms to tt^ 
extent iKcessary to make tl^ fund usdul while 
adfe^in^ as i^aiiy as jK^ibte, to the dom>r's 
original int^t 

Cy pres has not been a ^sfactory answer aiKi 
b affiled rdi^iundy in some states. Tberef<He, 
the nmlel Uniform Act im)vkte a statutory pro- 
caine for the rel^se oi r^rktkns with the con- 
^t ci tt^ (kMKH'« If the doiHM' b cfe^as^ unable 
to crasent, or ran^K be iitentificd, the ^rq^ri^ 
ate OHirt may, upcm qsfritcatkm of d» governing 
txmrd, rekase a limitati<Mi stown to d)sotete, 
ina{^r(^riate, or inq^r^ticaL 

IX)nor Relahonsups 

Institutk>ns shcmld endeavor, wten pc^ibte, to 
discus terms of propel gifts ami t^uests with 
pcMemial <kmm. Crafem^es will telp daaxs 
rcMgnize the wisdcmi of making wholly unre- 
strkted gifts — son^ <rf wluch may be treated as 
quasi-endown^nt fui^^ — or of ^taUbhfaig term 
endowmrat funds, rath^ dian funds for Umited 
purposes that mu^ be maintaimd in i^rpetuity. 
Wlsn a dooOT b remimied that restrtodons may 
make s^bbveircnt of hb purfK^ difficult and ad- 
minb^tion <rf hb fund unpractkal w impoKlbte, 

crften b wiUii^ to grant bn^ latiti^ not <mly 
in the use erf the fund ami its earnings, but abo 
in dK mani^r in ^Itkh it b hinted Mmt don- 
ors rerogn^ that a fmul causing adminbtrative 



In thb ami sut^ueat se^k»^ use of tte term *iiiaimc- to (teeribe tl« ai^mt altoted mi a rcfflilar. periodk 
ba*» by the in^ituiion for current expcndhure has been avaded* tecaiwc many Insthulk^m have mfrated lotaJ return- 
sj^mUng formulas in^ wfach ibey may expeml not only yield ("iaxMnc" in the iraditiwial trust law saKe) but also 
a priKlem portwn of a^ectat^ Ti^w, naitral (era ''ttn^igs*' k mm ^^r^^iate to thb iUsct^^. 
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probten^ultituatdy is a poor ii^m':mal to thdr 
generosity. 

A represratatiw oi the mstitutkm oko shouki 
review gift instruimnts in draft form to suggest 
changes in terms or wording that will help the m- 
stitutton comply with the dcmor^s w&h». While 
n^m gifts to institutkms are mc^rated by char- 
ftabte consicknuiof^ tax and tegal consicteratkms 
are also tn^Kmant It b essential, however, that 
representatives of the mstinttkm avokl acts or 
staten^ts that mi^t be ooutn^d as tex <^ l^ii 
advice. Ti^ ckmor shcHild refer such matt^ to 
his own onmsei or finai^al miv^. 

i^UCIES FOR ADMINISTRATKm 

OF Endowment and Similar Funds 

Eveiy instituticm ^uld establ^ pdfe^ to in- 
sure con^llai^ widi all conditkM^ retfrfctkn^ 
ami ctesignaticM^ in^sosed by ctomxB mid the gov^ 
eming board on use <rf fuinls ainl tl^ ^mhig». 
Tte chkf account!]^ officer (usually the amtrd- 
ler) and the imtepemtem aiKBtors siKmki periodi- 
cally examine adminbtrative pdkies ami pn^ 
ti^, Si^ exambsatkm should be su|9^i»iited 
frcnn thro to tin^ widi a revtew by ^al cminsd. 

Assete (rf emiowment fimcb mim ikoi be l^podi- 
ccated or pledged for any purpose* Alttou^ 
quRftf-^ndowment funds con be us^ fm any pur- 
pose, true encfowment fumk dKxiki mH be in- 
vested in property of the institution, whether in- 
come-producing or not 

Adminbtration of endowment and similar fimdb 
requires maintenai^ of a reg^r d all si^ 
fumls. Hk raster sIkhiU iiKliute sudi inf<Hina- 
tbn as (1) nanm ti^ ^mm and membe» ctf 
hb famfly, with br^ bk)graphical onnn^ts, (2) 
amount and date of donation, (3) kienti&^tkm 
erf tte type of fuml, (4) d^i^iatiom of, or restric- 
tkHis on, use <rf the fund or its ^mings, (5) i<ten- 
tification of the sourra d such limitatioi^ ((tom»-, 
grantor, or goi^mit^ hcmd), (6) limitaticms on 
investments, ami (7) referent to fomml accep- 
tan^ ami c^her wtiof^ 1^ tl^ govemii^ tn^id. 

While swh a renter b a useful adminisb^tiw 
tod, its limita^Hs shcHikl be r^c^bed. It may 
present terms ami restrictkms hi summary form. 



wl^n in fact st^h t^m md restric^ms may 
ha\« l^CT ctevek^^ through cme^xm^nce 
wth a donor over a ^iod of many years. It is 
therefOTe ^ratial that an imtitutira maHit ftin 
OHnplete fil^ of all c^^hial 0St tmtruments and 
rela^ ccxr^qmi^toice, as si^ cfa^cunraits im>- 
vkfe an authc»ri&itii^ basis fm r^jlvh^ difficult 
interpretatk>m.^ Tte admmistrati^ c^ker and 
others r^ponsible for fuml rcbii^ must insure 
tlmt informatkm es^tial to tte ^imini^tkm erf 
an endown^t fund b fai wrUing at the time of 
cbnmtkm d tt^ c»^faiBl gift 

The institution's ofganizatkmal units de^nated 
as recip^ts erf revalue frcmi r^trkted enck>w- 
ment, teitn ^idown^t, ami quasi-^Ktowment 
fumb stouhi be infmo^ (rf fl^ amrant d ex- 
pendabte reveni^ available for dieb me. 

ADMtNlSTRATK)N OF ASSETS 

OF Endowment and Similar Funds 

To ti^ ex^t l^alty po^fl^ oril^es and uni- 
versities may fiml it advantag^His to pool invest- 
n^ts erf emiowm^ ami ^nUar fumls. An fai- 
vestmoit pool permits broml diversificatk>n with 
anemiant im>lectkm erf pfii^^ml ami relative 
stability of re^i^. In mkiiticm, it p^mits eomo- 
mies in adminirtratkm and accouirtii^ 

Even though a^ts are invested as a proi, the 
identity <rf sefmrate fumb must be nmtatained 
ImUvidual i^nmts must be kq^ tmially in sub- 
skiiasy r^^H^ fm the imm:qMl of each fund hi 
ti^ investmrat pm^ Thb b jmrttculariy faiqwrtant 
if the pod is »iministered mi a total return Imsb 
m conformity with d^ moctel Unifcxm Act m otha 
applicable state law. White the mailset value of 
assets (rf tte {mmI may exce^ d» aggiegate hb- 
toric (tollar value of t^ fumb hivested, the value 
erf tlte pn^rtionate share erf d^ pooFs assets 
assigi^ to a {^rtteilar fumi may greats m 
kss than tte hbtor^ dollar ^ue erf that funeL If 
tl^ value erf the fumfs slmre erf the assets b less 
than its histork elollar value, tl^ only the y^ 
may be utili^« 

A coiBoiklated pool b desirabte for mvest- 
nKnt erf emk>wment, term ^Ktown^it, and quasi- 
emtowment funds* It b prderabte to have s^ 



As Ihc term is used fa the nnxlel Umform Act, -^ft it^rumeni- nwans a will, deed, grant, ranveya^, aftreement, 
eir otticr govenifap document (indtidins the ttrins of any instttut^oat s>licitatkM» fitmi which 
ao imuiutfonal fuml r^ted) wder property b tm»fcnied to 1^ by an imtitutton os an in^itutbsal fiuKt 
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aratc investment pools for funds such as life 
income and annuity funds, which have objectives 
and characteratk^ different fitmi enck>wment ami 
similar fumte. 

If an institutbn adepts a total return investn^t 
policy for its jkx^ endown^nt and similar fumls, 
Itfe inomie funds musi be invested in a sef^aie 
pool because erf requiren^ts erf the Tax Reform 
Act of 1969. Institutions wt usmg the total re* 
turn metiKKi may contini^ to invest life im:ome 
funds in a jhkA with od^ imtitutbnal fumb ns 
tong as adequate accounting records are main* 
tained* However, any institutton with a si^ificant 
number of life income funcb shcmld establ^ of^ 
or more separate life ii^Mne pcKrfs to facilitate 
compiiaiKe with the stringent 0{^rating rutes es- 
tabiistwd by the Act* 

The terms erf srase gift in^nm^ts may pro- 
hibit pooling or commingll^ of assets. Le^ inter- 
pretation of complex language in gift oistruments 
b often n^^sary, but generally the requirement 
that a fund **t^ld sejmrate^ ts OMmn^ as 
meaning only that the fuiui tmlance 1^ separately 
ictentified at all times and not that the Bsscts of 
the fund be separately invested Language to tl^ 
effect that tl^ fund be ^Invested sef^rately"* or 
that ^its assets shall not be ccMnmin^T requh^ 
that the fund t>e separately invesicU. V^hcn ii k 
|K>ssible to guicte a donor in drafting a gift docu- 
ment, the benefits to the fund and to the institu- 
tion ot pooling investn^nts should be explained 
and the donofs consent sought for partkipation 
in the pooL 

Separate investn^nt scHi^ttmes may be neces- 
sary because of special provisions in the gift in* 
strument or because of the nature of the gift 
pn^rty. For example, a ^^mor may require re- 
ten tk>n of a partkuiar inwstment, limit in^t- 
ments erf the fund to certain tyi^ of securities or 
(ttber property, or ^HitrilHite assets that are un- 
marketable (restricted stock), not if^cm^-produc- 
ing, hard to value, or unrammonly risky* Ttese 
characterktkrs mi^t dbqualify tl^ gift property 
as a pn^r investment of an eiHk>wment fwA. 
The only solutkm b to establish a separately in- 
vest^ fund in the (kmor*s name. Tl^n his fund 
alone will suffer the consequences of any chan^ 
or loss in value wcurring because of the nature 
of the gift pn^rty. If the char^ter erf the as^t 



cfianges, as w&fi^restric^ms (Mi*tte s^le^of secu- 
ritk-s are removed, C c fund then may be invested 
in a pods 

Certain life iimmie gift q)tions available to 
donors since the passa^ of the Tax Reform 
Act of 1969 also r^uire ^parate investment 
These are discussed in tte clmpter ^investment 
Managen^nt'" 

Operating Investment Pools 

Ths operatk>n of an inv^n^nt pool n^t^i- 
tates proc^ures permitting equitable distribution 
of earnings imd ass^mn^ (rf market valws erf 
the iiKlivkiual fumb inve^ed in pcKrf. 

Investment eamii^ are dhtributed to the vari- 
ous partkripating funds <m the buts erf the assign- 
ment to each fund of a number erf units calculate 
on tte market ^ue of the assets erf the pe>ol at 
tl^ time of enuy erf each fund into die pool. This 
pnx^ure b kneiwn as the ^maricet value*" or 
**unit" method erf amounting for inmtmcnt pe>ob. 
Uneter this n^t^Kl^ when an investment pool h 
inaugurateei, e>r wl^n a change is maefe from the 
hstork ekrflar vali^ to t!^ market value method, 
an ari>i&wy vali^, perha|^ $100, h a^%ned to a 
share e>r unit. Each institutieMial fumi tl^n con- 
sietercd to have the number erf units dirccdy pro- 
{Mrtional to its histe>ric ekrflar value a! the time 
the market value method is inaugurate. For ex- 
ample, if $I(X) is a^gi^ feH* e^ unit, a fund 
of $10,000 has 100 shares. 

Thereafter, t)K pe>oied assets are valued at spe- 
cific inten^k, usually nKmthly <^ quarterly, and 
a new unit value k determine by dividing the 
total market valt^ by tl^ te^l numtn^r erf units. 
This new unit vali^ is used to eteterminc the num- 
ber of units assigned to, or "^purehaseeT by, a new 
fund as it enters the pool Tf^ new unit value also 
is used in calculating ihe value erf a fund that may 
be withdrawn frcMn d^ {kioI. Fe>r example* tl^ 
market valt^ of assets of an investment fKxA hav- 
ing a total of 100,000 units may be $15 million 
at a given monthly or quarteriy valuatk>n elate; the 
vnliMi erf each unit, tl^refeHe, would $150 ($15 
million diviek^i by 1(X),(XX) units). A fut^ of 
$30,0(X} entering tf^ pex^l em that date woukl he 
assigi^ 200 units ($30,000 divided by $150). 
Also, a fund lH>fa]ing 300 units behig withdrawn 
from the pool we>uid have a value of $45,0(K) (3(K) 
units multiple by $150). 
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Hi making dtstributions from tl^ pwU ^ ^tal 
inves^tmcnt camtngs arc divided by the average 
number of units heU by al! funds {mtkq^ating in 
the {INX)! during the year w perbd in orcter to 
determine the d^butk^i per share. Eammgs arc 
distributed at this rate on tt^ Im^ ctf the num- 
ber of units l^kl by each fuiui, with suitabte ad- 
justments made for units held for less than a full 
year or period. 

Either of two pR»:edures may be followed in 
admitting funds to or withdrawn^ funds frcnn the 
IHX>1. One b to admit fumb to or remow them 
fnmi d» poc^ only on valuatkm dates. Tl^ od^ 
n^thiKl h to sKfanit or rcmove Aem at any tin^, 
the valuatkMi of units being that ^ latest val- 
uatkm date. (Under imviskMis €i the Tax R^orm 
Act of 1969, diss metlKKi canmH be us^ fc^r 
poded life inccnne funds.) If the latter metlKKl b 
emi^yed^ unit vali^ should be cteteimin^ with 
sufficient frequei^ to avoki in^uiti^ r^ultii^ 
from undue variatkHm in unit market valtu. 

An a^unt for reali^^ gains and Imsn on in* 
v^tment transactkn^ usually is ^taM^^ for 
each investment pool. Hiis accointt is charged or 
credited for unit valuatira adjustments upon with- 
drawal of imrtkipatti^ fumb from die pool. Upon 
withdrawal* a fumi receives assets equal in valt^ 
to the market valt^ of the units it in tte pod 
at the withdrawal date or tte last valuatkm ctote. 
The differa^e between the hfetcmc (k>llar value 
upon entry and the withdrawal vali^ r^ne^te a 
portbn of the aggregate oS rrali^ gains and 
k>sses and unrealized ^^)reciatk>n oi d^ iM>rtfolk). 
Accordingly, upon withdrawal of a fund« d» dtf- 
ferciKe is char;^ to tl^ realized gains ami lo»es 
Kcount as an appropriate dispo«tion of tte ^ 
justn^nt. If tl^ aggregate of unit ^jtmtimnts b 
material in rclatkm to umlbtributed rcali^ gains 
and tosses, a separate account OMild be estaUbh^ 
ami afq)ropnate disdosurc made in tte balasm 
sheet 

The realize gains ami k»s» account b tM 
assigned shares in the in\^tn^t pocd« and no 
rcvenue b distributed to It Thi^ tbc reveni^ 
otherwiK altocat^ to d^ a^mnt b dbtributed 
to each of the funds i»rtkq>adng in tl^ pooi in 
proportkHi to t)^ number <rf imits !^ o&dh 
fund 



• ^\n irotitu^n may dtoibute gatn ami k>s>^ 
annually to each fund in the pool. However, most 
ii^tutk»ts do ixrt regard tiK flAjifkiMi work in* 
yclv^ as jitttified 

Realized gains and Imses on sej^u^tely m\^t^ 
fumb dsould dbtributed direcdy to tl^ fumb; 
dius, the fumi balance chan^ each time an in- 
vestment b sdd and a piin or b realized. 

In tte past, many adleg» %nd universitks fol- 
kiwed the hbtoric ^llar ^ue n^thod of dbtrib- 
uting revraiK. When tl^rc was Uttk (h m) change 
in the valuatton of assets l^ki, tnis method equi- 
tably di^rilnited investment rcvenue. However^ 
because equhy security and other assets that 
flmmiate m value arc hicreasii^ inqKHta^ to 
inv^tn^nt poois, ti^ market valt^ n^thod im>- 
vkte a nme cquitat^ dirtrftmtkm oi rei^ue and 
realized and unrealized gains ami losses to each 
fund Tte histork (krilar value method to my kmger 
ccm^dered a^efttable* As a orflateral advant^^, 
flttftuatiCHK in unit vali^ d d^ pod piovkle a 
useful measurc of perfcmnanra ot d^ investment 
pool, undbtcKt^ by additkms or wididrawab of 
fumb. 

Revenue Stabilization Reserves 

To minimize tl^ imp^ (d ^ar-to-year fluctu- 
atk>m in tte amount ciurent revenue available 
from m inv^tn^t pool, many if»tituticms have 
estaUbh^ reveni^ statriliratkm rcsoi^ by alto- 
rating current investment reveni«. Histork^Dy, 
two n^thods hai% been folk>wed in e^bU^iing 
si^h r^r¥BS« 

Umkr one mediod, a |H>r^n oi (t^ voUsA reve- 
ni^ from tte inv^tment pocri b not allocate to 
the partic^mth^ fui^» but b set askte in a stabil- 
izatkm r&^\c: the balanm oi inv^tment pocd 
rc^^nue b distributed to d^ iMutkqMdi^ fumb as 
d^rU>ed in d^ jmceding s^tkm. Ac^mliiv to 
die An^kan Ii^tute of C^ti^ Pub& ^xoun- 
tantSf thb netted b not in ac&yrdB3K& w^ gen- 
erally ^e|Med ttcountti^ |miKiples«^ Insdttdkms 
having sudi reserve should dispwe of any bal- 
um^ die guklai^ oi tb^ m^^ndent 
atHiitors. 

Umfer the other n^thod^ all eamhsgs frcmi the 
pool arc (fotrflnit^ to d^ paitk^iatii^ fumb as 
(Merited in tte preceifing section. The anKnmt 



""Audits of Colleges and Universirieh New Y<»t, Am^ican Imtilule td Cetti^ Publb A^cmttaals, 1973. 



144 



147 



4:1 



FteCAL Manmhsiibnt 



a{^lkabte to the uiuestricted en^n^t fuacb 
b reported in fuU as unrestricted current funds 
re^itt umter a titk siKfa as &Kk)wn^t Earn- 
ings, aiKi the anKMim set askte for the stabilizatk» 
reserve n shown in ttks mas staten^nt as a Trans- 
fer to Unrestricted Current Ftuids Balance— AUo- 
cated. Under this method, the reserve relates only 
to eamii^ fnMn ti^ unrestricted emlown^t 
funds and is re&wted m tl^ l»lai^ as a 



separately Ust^ equity of UnresUfeted Cunent 
Funds Balance— Allocated. Amounts not spent in 
restricted fuml accounts remain as haloids to be 
carrkd (omwid to the next period. 

Thb m^Md b aw^Mal^ to tfie Institute and 
may be used by any insttotioo in establishfaig sudi 
a reserve. The for and size ttf the reserve 
is determined by eadi institutk» ami should relate 
to imtittttional 
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INVESTMENT managcn^nt objortives ami polioses 
vary markedly. Tte priociptes Una gukte tostitu- 
tkM» Gl higher edi^atton ctiffer turn ttose d a 
bank« insurai^ ami;mny, fcmmbakm, pewkm 
fund, or mutual f umL diflerei^ st^ primar- 
ily from the tmstc charKteri^fes d a or 
uni verity : that it is perpetual is exempt fstm in- 
cotoc and capital gains taxatioo, ami i^eds both 
current ixmm^ and indefinite future prcMec^ d 
its {Hirchasii^ power. 

Investn^nt manag^nrat fc^ an edu^<»ml in- 
stituticH) invidves emtowment, term emkiwn^itt, 
and quasi-emtowment fumls (tte last also nmy 
referred to as fumls fuMticming as endowment). 
Normally, tl^e fumls are invested for relatively 
periods to provkte recurring ifmnne for umti- 
tutionai opcFBtii^ purpc^es. Ufe incrai^ ami an- 
nuity funds also may be administered on a similar 
t^sis« 

In addition, many in^itutions have current funds 
not neetted immediately for operating purf^^ses 
and i^hcT fumls earmarked for use as n^^i^ for 
plant construction or crther c^tal hnprovements. 
These fui^ are inv^ed for relatively lUiort f^ri- 
ods for maxhnum current, return and safety oi 
prii^i]^, combined with ^iflkient lk|uidity to per- 
mit cash witlKlrawals for expenditures. 

Sraie institutkms manage the Investn^t oi em- 
I^oyee pension fumfa, whkh require in^^^n^t 
poises that may differ frran thc^e af^li^l^ to 
otl^r institutional fumte. 

Organization for Investment Management 
Whatever tltt ci an in^tution*s emk>wment, 
it is essential that the inve^ment funds have ccm- 
tinuous, professional supervist<m. E^h in^tution 
diouki sel^ the form of manapn^t oifamratim 
best suJtfd to its inwstment cdijectives and the si2e 
of its portfcdio. The uttimate resfKmdMlity fa 
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mamighig an in^ti^cm*s mv^tnmts rests with 
tl^ gomoii^ boanL This re^KmsiiMlity usually is 
del^aled to an inw^m^ commitlM, V9i^ nmy 
be sei^rate fnmi a finaroe ommiittM, 

TIk investn^ OHttnuttM dioukl be small ami 
cOTipo^ d members of the governing bcmrd with 
knowledge of investments and related matters. 
T^lHcally, this ^nmnittee is a pdkyHnaking bocty 
ami (k)es not dir^ly imuia^ t^ hi^itution*s 
invest0»its by atten^i% to sele^ Mcurities for 
the pcmfoUo. Th^ (Uiy-to-day manayment slmki 
be cteariy ami fuUy cfe^ited to os mc^e pro- 
fe^mal portfolio managers, mbf^t to faiv^m^ 
gukielines ami repc^qg requiremrats n^ntkn^ 
later in this dmpter. 

Sofm in^tutkms may have a board member 
willing to nmn^ tte ]K>itfolio aid ser^ as chair> 
man d tte im^stment ^mmiittee. Hiere are a 
numter of risks m si^ an arrangement howeva. 
Cmpetent talent rarely is a^^dlabte on a volunteer 
and ccmtinuous Imsis; a possst^ ocmfltet of mterest 
may exist; and if inv^n^nt perforroai^ {roves 
to be unacceptaUe, it may be difkult to dissolve 
tl^ arrai^emenL 

«Jt is mi|H)r^t to a»^uh ^al cmin^l cot^rth 
tng delegation d investm^ re^Km^tnlity to insure 
that such ctelegaticHi is m omformity with state 
laws and institutional bylaws. In mc^ cases it is 
possibk for the goi^raing iKmrd to delegate in- 
ve^o^t re^Kmsilrility to an invetfment omunh- 
tM. In turn the hivestment committee may ctete^te 
to an o^^ d tl^ a>r|Kratkm tf^ disatrti<mary 
authority to tmy and to seO. 

Ii^tuti<»» with sufHdently large eidowmente 
can active continumis supervi»cm hiring a 
fiill4ime Investn^ man^r ami suf^XHtif^ pro- 
fessknttl staff. Umter this arrangen^t tt^ mvest- 
n^nt rammittM dioukl choose manager aid 
<fcfiM Investment (defectives. Tter^er tf% com- 
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ndttee shcNiki confiiK its woik to revfewiag policies 
and procedures and nionitorli^ and evaluatii^ 
performance, with the selection of intfividual hi- 
vestn^nts left to the manager. 

A ccKttmcm aj^Ht^ is to retain mtt & max 
CHitskk investn^nt man^en^t v/Bsnizatkms to 
manage the portfolio. An arrai^ement using out- 
side . janagement las ths advantages of mhiimizing 
intencrence, simplifying the problenis of measur- 
ii% results (4)^ctively, a»i dHU^ng managers. 
The role of the inmtn^nt csnnmittee umier dik 
arrangement is sbnilar to tl^ c»« (^rib«l above 
-choosing the adviser(s), definbg polices and 
procedures, and judging results. 

ImUvidual mana^rs ami firms c^en haw ai^ 
oi special expertise. In making a sizable commit- 
ment to inw^moite in ammKM ^ocks ami bc^is, 
nmn^rs should be eioj^jyei who are weU- 
qualified in these investment n^ia. Use of con- 
petent outside management also may extend to real 
e^ate ami od^r specialized inve^i^nts. 

If an itt^itution uses an outside faiveftment 
mairager. however, the extent erf the power to dele- 
gate is not entirely clear. (ITiis sub^ is dhcussed 
hi the chapter "Admmistration <rf Endowment 
Funds, Ouasi-Emiowment Fumte, and C'.K^r Sim- 
ilar Funds."*) Regular rgjorts to the faive^ment 
committee concerning transactions ami hokfings 
as well as the power to terminate the agreement at 
any thne are essential means of ccmmihtee ccmtiol. 
A common practice, even with an outside manager, 
is to delegate the discretionary power to i»iy and 
sen while retainhig the investment c(Hnmitt^*s 
power to take compensating action for any trans- 
action. In such a situation securitks purchased 
wouM have to be soU or securities soJd would have 
to be refwrchased. This practice requires pron^ 
reportif^ of tran^kms. 

Institutkms with small endowmems ($10 miUffli 
«■ IcM) will have a more Ifanited chokx of man- 
ners. They also may wish to choose le» spe^ 
iMd firms. Ttere are a number <rf mutual fum^ 
some with no sales commissiOTi and others man- 
sged by well-established investment advisory com- 
panies, thiot^ whidi snail portfoUos can be 
managed with care ami ccmipetence. The mn^n^ 
investment oiganizatkm created spedficaUy to 
manage institutwnal endowment funds, the Com- 
nKm Fund for Nonprofit Organizations, offers 



small n^towments tte boiefits of a pooled invest- 
ment fumi with multif^ managers. 

Investment Foucies and C^ectives 

R^HnmetBiatH»8 coiKeniiiig investment pol- 
icies are tt8ua4y tte xeiyxHial^l^ td tie invedmott 
c ommittfy . , but iim governing board shtHiki cim&m 
these policies. The Gommittee should recommend 
inv^tment polKks eiq^cted to pnn«le mpi?timnm 
invcs<n«nt returns, within acceptable limits td risk 
and «fflastent with the ^upossa of tie funds. The 
d etin iti o o ol maKimum inmtn^u return ka a 
given fund will depend on the investment objective 
<rf that fund, such as maximizatkm of yield or 
growth. In establishing pol^ ami in nnkiqg q)e- 
cit^ in^«^meiu i^^Kms itm Ittve ikh bc^ dete- 
g^ed, an investment committee should operate on 
tbe bam <d a maprity ol its max^ben, 

Tr mlHkma l ly , tl» investor (rf>jective oi mosl 
educational instituti<»s has been the jwesmatkm 
<d piii^pal ami tte ftodoe^oi of dvideml ami 
u^r^ 'ma3a». More toeaOly, a t»omteMd ctm- 
cept of return on in^^stn^nts has develo{^ which 
assumes that changes in market values (rf portfolio 
securities are also a part of the return on assets. 

This ccmcept, known as "total return" — the sum 
oi iKt real^d and unraUiz^ ^^jredmkm €a 
shrinkage in portfcHio vabie {dus ytekl (divkiend 
aiKl mterest iKsniK) — is an %»pted mei^re (rf 
mvestnKnt results. TIk ymki fhmi divkfemi and 
mterest i^yments cm securities invited for total 
return is mM tl» primary aMtskferatkm. 

Omilni^ with an inve^n^ (d]|ectiw in ferstt 
of total return, tl^e usually is a financial mai^ge- 
n^m ami bw^tii^ poSky whidi rect^nizra that 
hiflatkm is a om^tenuicNi hi preKrvh.g prii^i»l 
ami tlut currem expemtitures ms^ &vor ittitter 
presem nor future financial requfaements. The 
between pr^nt ami future must be m»te 
in tte {HOMM oi fimndal |dannh% ami bu^et 
maUng, and refiected in investment ikc^ms. 

Inve^uKm tthteven»nte fai equi^ l^ve re- 
sitted in increased emphasis on them — so miurh 
so that t>% aver^ emiown^ pw /dk) is faives^ 
more heavily in eqiMa than hi fixed-faicoffle se- 
curities. This emj^tasis has erra^ a (fitemma for 
some governing boards and aAnhiistrators. To 
what extent can an hi^tkm forgo current hiceme 
for tht f^nefit of pcater \nemm in the foture? 
Many institutions have cmiverled stmw growth 
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equitiK into highcr-ytekl equities to incieaK cur- 
rent imromc. This pr^tke no loi^r can be om- 
skkred the cmiy best investn^ ^r^egy. 
alternative to this strategy b tlM total return 

An institution diouki have ite Im^-term in- 
vestn^t gcml tiw strikii^ d a reasca^Me tmlance 
between meetii^ prewnt i^eds bikI provkiii^ for 
future needs. AcMeveinent of this to^^enn gmd 
calls for a policy <tf maximum investment prodac* 
tivity at an ac^ptabte level of risk. Inve^ii^ for 
tcrtal return cmllnarily invirivra a pwtfdio c^ 
taming both equities and fix^i-iMMM <^ptk»^ 
with the former, as noted above, immlly {mkm^ 
nating. Umter certain Gm»litk»» mwttd^ tcMal 
return might inwkw a pc^tftdio 100 permit fai 
equips, Imt uncter cshcr comiitkms m^t invi^ 
a portfolio 100 i^r^t in fi^^^nooim cMigatkms. 
Usually, towever, ttere will be a mixture t>^ 
two. 

Tcrtal return has a se^md, distinct aspM differ- 
ent f rcMH its inve^o^t a^^ect Hus is detennioa- 
ti<m of tt^ ''^}aidii^ rater tte ^opOTtkm oi tmal 
return that may pnKleotly be irtilized by an ii^- 
tution for current q^eratii^ jnifposes. Systenmtk 
is nee(ted to (^rmii^ tte amount d tippft- 
dation to be us^ for currrot i^ols, ami ^)endh% 
rules f;houki be (tevetoped that re^t a conrirt»t, 
prudent, and (^liberate balance between n^^i^ 
current i^eds and reinve^i^ to n^t future meds* 
A chai^ in investment strategy to obtain hi^r 
total return gemrally n^ans tower current mvest- 
ment ykU. If an ii^itu^ aik^ tc^ return^ it 
normally is faced with lower yiekl ^kI tl^refcne 
mighi f^ed to use apprectatkm. A rmcmable cb- 
jective would be to insure, ^ven t}» tMal return 
formula, that the real value ctf emtown^nt fui^ is 
notctefrfeted. 

Any institution ^to{Hhif toiBl return as a poficy 
requires the approval ctf legal raunsel ami formal 
approval by its govemii^ btrntd. Tim histituti<Hi*s 
fumte slKniki be cte^lted with emkiwn^t fiimls 
s^rate from quasi-emkmn^t fumis. Usually an 
in^itutton sIkhiU umlertake a careful re-examfam- 
tkm of all eiKkiwn^t rettiwd in tte ^ai 
to ktentify those fumls witii no retfreint m ex« 
pemliture ot apfmdaticm. 

When kgal counrel b ^msult^, it stoukl be 
with the ki»3wt^i^ that there are a growing mm- 



ber oi ^gal opinicms ii^iich take tlK pmiticm that 
dn>recbitkm, realiMi hr Amt^li^ed, b availal^ 
for exp^K^ture unkss tte inttnmi^ erf gift b^ 
qtmA ^^ftoaUy pn^Uts tte ^^emiiiQ d B^pte- 
ciatfcm. model Umform Man^^i^ d Insti- 
tutkNul FuiKb (disoisfed in the d^Mer 
''Admtni^tkm d Ei^iwni^t Ftmds, (^i^&i- 
ctowment Fimch, a&d (Hher Kndlar Fumb^) pro- 
vkies that the goverrii^ board nmy use eiq)e&* 
diture for oinmit for jHirpos^ for whkh an 
cn<tow^itt fuiKi b estaMished, m mwhof the net 
appreciatkm, realized am) unrealised, d the a^ets 
d tl» fund over its hiMmc dcdlar i^h» (reccmfed 
valw) as b prwtait Each mstitotkm tbroi^ ite 
governing board sboukl satisfy itKlf that the 
^)end^ of ^qmdatton d eiKfown^ fttmb 
under its total return policy me^ tlK vital test of 
pnuterce. A ^N^ivaWe te^ of {vwteiwe mi^ be 
the (^jective of maintainti^ the real inirdmsii^ 
power d tte encfown^nL Ouasi<fHlowment foiKb 
by ctefinitkm may be witlNlrawn trmn an invest- 
or pod at any time at their marioet \^ue and 
t(tfally expemkd by tte ^^ming board d tte 
histituUm at its discietkm« 

Iiistltuti<ms mahrtainii^ a Iwtei^ fund w 
hokJii^ sutetantial bmb and dtm fixed-h^oiM 
securities also may operate on a tdsH return basb. 
In ^ich cases, the tostitutkm still sfuniU $peta cmly 
a pructent part d tte total return. Fm examf^, 
tl^ ybkl Bksm is e^t ]»reem« it» govemii^ 
toard must (ktemih^ wted^r it woi^ be prwbitt 
to sf^ml tte t<Mal amcnmt or whetter a portkHi d 
tte inters b^ in effeo, ^mipensa^ for infiatkm. 

Whether a a>Uege m university 8do{^ the kmg- 
term ob^ctive d ^kii^ maximmn total return as 
well as a pdicy spendii^ part d the af^reda- 
tkm, objectives must be dearly stated, approved 
by d» govemij^ h^md or its autlK^iz»l ccmunit^- 
tM, atuJ cmnmufUcated to its inve^n^t maimger. 
In acMitkm to tte ccn^pt, the detatts of a total 
return plan must be q^>ro^, si^ m ^^luatkm 
l^b and date f altocatkm of appredatkm. Rec- 
ogni^ng that ti^ cconcMny ami stock market move 
in cyd^ investment <d>^ctives dwukl be CM'bnted 
primarily to kmg-term Investnmrt (^^mrtmritbs 
«^th cha^teristlcs that the ii^titu^ to 
attain at le^ the aver^ tc^ return d ti^ nuuket 
as measured 1^ corpmate eamh^ ami af^rc^rfate 
market imtexes, 
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The Investment Manager 

« 

Selecting an invesunent manner may be the 
taost ^gni&ant aaha taken by tbe inve^mem 
C(»nniittee. An important criteiim in election 
should be the record oS peifbrmance (tf the firm 
and particularly its imiividual staff members who 
will mana^ the ac^nuit over several years. Each 
firm umter conaderatiim slKmkl provkte ii^»ma- 
tkm on Ae (4)jectim aU ^mmts managed, a»l 
performance should be measured against thtrse 
ol^ectives. It is i^cessary to understand the philos- 
ophy, style, and method of operation <rf any finn 
under c(Misiderati<m. In a(kiiti<Hi to the pic^sosed 
fee, spedHc aspects of an tnvestmem nmnagement 
oiganization that should be reviewed indwte: 

1. Workk»d: the number ami type (tf Mcotmts 
aid the degree to \i/iAch tim muia^*s tin^ 
is spent in nonportfolb activities sueb as ad- 
ministraticm and narketmg. 

2. Organization: the de|«h, experience, and 
retention of key persons; for example, the 
number of persons, their tetckgrounds, ami 
length of servi^. 

3. Investment philosophy and style: the pro- 
cedures used in making portfolio decisions, 
the criteria for selecting investments, the de- 
gree of concentraiiiMi or diversifkaticMi in a 
typfcal portfolio, the types <rf ccmipanies and 
industries favored, tl^ degr^ lisk-takii^ 
the expe^ed perf^mnai^ during market 
ri^ ami c^lines, and the chai^ in key 
St retries and methods tif operation during 
recent perbds. 

4. Research: the quality ami quantity <^ re- 
search and the ability to relate re^aich to 
portfolio management. 

5. Tradii^: tim atMUty to execute {mrchase ami 
sale orders and the use of commisslcMis. 

6. Omtn^: 8Uf/ervia(»i of portfdio man- 
agers and their results, and adherence to 
ttatnJ (^jectiv^ aiKl amij^ policy cm 
strategy. 

7. C<anmunkatiai: tlw frequet^ ami mani^ 
Ot reputing aiKl |»st si^»ss at retalnii^ 
^cwnts. 

It b impo&siNe to select tl^ cm best mai^r, 
and any manager win have vaiyhig perfonnai^ 
relative to the market. The investment committee 
should kientify a groiq) of mai»gers whose invest- 
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inem objectives g^ierally match those of the insti- 
tution, select one or more, then develop with the 
manager the fcwst overall policy to meet the institu- 
tion's i^ds. 

The investment c^mmiittee should rely on the 
man^r primarily f<»- reG(»miieKlati«»<tfpartfo&} 
strata to fit tl» currem inve^ment oivinmnKnt 
and for selection of individual inve^ments. The 
manager's rcsponsiUlitks for supervisii^ the port- 
fcdio include rec<»Bmen^uk»s changes or 
mmlifications in investor ptdtey ami surveillaDce 
ai mvestn^Us hi the portfolk) through review of 
information developed internally and from other 
sources such as investment bankers, brdcers, and 
m!vis(Hy Kfvbes. 

Tite mvesto^ manager, wlKtter an ^iqdoyee 
(tf tlK in^tutkm or an (Nttslcte firm, dumU imet 
regularly with tl^ ini^tii»at nnnmtetee. Quarterly 
meetings usually slKmld be considered the mini- 
mum. The investment manager sbtrnM provide the 
«»nmittee with written reports, preferably nxjodily 
hut at least quarterly, showii^ cost and market 
^-alues as well as perfonnaiKe measurement. Where 
discretionary auttority canmtt be provkted, m is 
mM granted, i»ocedur» mi^ be estdil^Kd to 
permit (Hvmqit wtkm between n^tii^ "nme 
procedures may call for frec^uent cont^ between 
the manager and chairman of the committee and, 
in son» drcumstaroes, (Mher omunittee iiMmbers 
as well. 

TIm invetto^nt authority granted by tl» govern- 
ing board to the manager should be as bn^ as 
l^alfy possiWe to provide the maximum amount 
ai docretion in hivesunem dio^ The more 
restricti<As on mana^nKnt, tlK ^ chai^ 
there is to take prompt ^tion on timely investmem 
- q^rtunities. If ^ b b^ved ne(x«ary to Imve 
prior appro^ of all invratment actkms, the policy 
for interim ^icm may it^imk auttority to dax^ 
hive^ments between meetinp, provided the 
change is approve by the diairman or a sped- 
fied number oi committee members when no 
diange in mve^mnit poS^ is faivdved 

Matters ctf policy shtHikl be discussed at meet- 
higs of the investment commiUee and the commit- 
tee should explore and defiiw with the manager and 
the chief financial officer the b^ polides ami pro- 
cedures to attain (tesired objectives. The committee 
stouU evaluate the de^^ to wl^ polky is beti^ 
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foUowed and the effectiveMrss that pdtey. as 
well as review re^ilts erf investn^t c^^:^ 
Overall perfcmimiice tte equity s^m^ ctf d» 
pcmfdio slKmld be ^nnpmed with several at the 
umnan^^ imtexes. The realms for any pro- 
WHiTC^ ckviation hem the mummied ii^xes 
aiKl investment ol^cttv^ dim^ be anal}^ with 
die manner. The pefformarce erf nmio^rs dKmkl 
be evahiated on a three* to fi\«-^ar movii^ av^ 
1^ untess it beoMim dmcms soc»m th^ 
^rbmsmmx is inwcqrtat^. 

CUSTODUL AND S4PEKBEP1N0 SERVICES 

A cimodial safek^fring arr^i^si^ w^ a 
baid[ or tnt^ ccmpsaxy am be advairtagums ami 
reduce risk and Ikkuty of trustees* Other services 
perfmn^ by a cnrtodian may be ^^epmskm ctf 
iq>-to-date portfolio af^misate, Umeify exerd^ or 
sate Qi stodc ri^i^ i^eseittatkm ci calted b(mds 
fw i»ym^ aiKl convert or sate<rf amvertO^ 
^Mrittes. Servke also cm be extemted to h^hicte 
m^citbe ai^xlffln*s iKmriMe i^ie. A iKmifa»e 
is an indivkiual or a fmni^rsidp ^tal&ted fm the 
timitcd purpose d facilitating the tranrfieirf^ii^ <rf 
re^mi <wf^rship erf secttriti^ widKmt r^atfd to 
beiK&ial owi^rsMp or intend Tins ctevfce facili- 
tates aHq>ltot^ wfeh fl» ff K |ui r e me irts of tte 
npnized secnrif^ marketed 11^ c^ivery <rf 
oirities eiKkNsed a cc^p«ati<m is i»H accqMal^. 

ArrangMaente for custocfial ^rvfe^ should be 
q^e^ed by written agrmi^tt* They may ijvh«te 
safekeepfaig, r^s]M ami eteUvery ci securitkSt co^ 
tectkm of intere^ cotipcms and dividemte, voting 
of proxies (if desiied), notlficatkm ci calls and 
maturities erf boi^k^ ifrftrnmrtkm abcmt iffiimi^ erf 
sri^cripti<m ri^ts ami ^>ck <fividi»^ ii^r^ 
d^uhs, pkns for recafritaUzatkm, r^»]pni2atkms, 
formatfon oi pnM^tkm omnsritt^ ami c^bu in- 
fom^ti<m requiring imtituttenal actfon« Also, tte 
custodian staten^nts dmikl b^hide da^&atkm 
oi seoirities hoklings^ an^mts of faiterest ami <Svi- 
(tends received^ ami amortizaikm scheduks, wtere 
apfdKai^. 

Umter custodial arrang^n^its, rece^ and (te- 
ll veries (rf SMurittes may be frmn or to brokers 
ag^mt paynmits cterged or credited to a (terig- 
imted tank ^coimt or re^v^ remitted by 

Costs <rf investmen! management ii^iute dir^ 



expei^ »^ as «ists d siqiervtekm erf securiti^ 
tnvtiOnKnts in cAate, aiKi mher t^ies erf in- 
vertn^ite, plus the cc^ <rf oi^Hlial arrangen^nts. 
Imliiect ateo may be k^uded. fuml 
may b^ it$ pn^onkm^t^ ^tre m an inAitutkm 
may choc^ to McejK si^ costs as part <rf gmoral 
ii^ttitkmal »peiM. 

arrai^s^ fw tmyii^ and ^fing invest- 
meitts rartes with the trnture erf the portfblk) and 
fum (rf mai^gen»tt «ganizati«L Wtoi an ii»^ 
tutkm has its own Uttenal faivatn^ (»8Uii2ati(m, 
tta fulMin^ manner emj^syed die faistitotkm 
dKmkI be resp(H^Ue for execudcms. Wh^ an 
imtei^mtem aciviser is em{^^Kl — wi^tteratank, 
trust am^ny, or invests^ mam^enwtt firm — 
k slnmkl tave hs own tmdfa^ de{Nutn^it« with 
p^i^ms wh(M I»iiK^ re8p(»^bilitln are execot- 
traroactiims, checking nuuip^ ami ktentifying 
prospective sdlers or pufcfaa^rs erf partteilar se- 
curittes. This arrai^em^ provktes tor tiie nKSst 
mtvantag^ms puidu^ aid sa^ 

It h bapQstant to setect faiv^t&mit brakfa^ ami 
broker^ &ms tlmt eceorte <mters prmn{Mly and 
efl^ntly; that have ivseareh (Sviskss c^»bte (rf 
provicfing investn^t infemratkm; tlmt am a^ive 
in umterwriting i^w i^ues or in manning pri^^ 
(^M^nau; that make a martet tor^ ^x (teal hi, 
certak ^urittes; ami that provkte hivestm^ per- 
fonrai^ n^asurement service. 

Even tlmigl* he inve^n^ mai^^iMit firm 
exTCutes tn»iisacu(»is, the allocatkm of die in^itu- 
tfon*s tni^n^ stouM ^tem^ied 1^ die nmn* 
ager in c(»»ilta&» with the instimtkm* Care 
^KmU bs exercbed to amkd cem^s (rf intoe^ 
It l« Sirt (mty appreyriate Imt good pnxi&n to re* 
quire aUoc^on of ccmimlssiais to time invest- 
ment bn^erage firms fmvkUng seivtees. It is also 
^xxlpr^tiM to review quarttriy the alkxation (rf 
broker^ cemimis^His i^ki by the finnt iiichidii^ 
kientifteatfon (rf hKfivkhiab fai d» broker^ firms 
and KMOOB for nsk^ tton. 

IXVESTMElurr OinDELINES 

After an h^hut'<m*s inv^s^ cdi|e^im fmve 
been detennii^ tte mve^n^ ccmarittee must 
translate the (rf^)ectiv^ into poltey* Policy (^dl- 
imrily wiD evolve ov» a period (rf thro, often as 
tlK rmih (rf a seritt (rf dee^^om cm q)e^k im^^ 
ntf nts* Hk; initio indtey Mtitm Is a goiwn&ag 
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boud res(riutioii pertainii^ to i^irchaKs and sales 
oi securities. As previously discussed, this ^tkm 
diouki authoitK as full ai»l o3in{^te (te^atk»i 
and dt^retkm as is acccptabie to legal counsel and 
die governli^ boaid. 

Fdtowing this, it is ^rc^mate to develop oA- 
mini^rative guicklliMs for the maiu^r, inchxiing 
Ite freqi^Ky and redfjtems for reports toai^ 
KtkMs (for example, nunthfy rep(^ to the 
investn^ a»mnittee and cnsto<&ui), other re- 
pordflg requiren^^ in^^stn^ I^fbnnai»e 
n^asurement and evahiation tedudques by «fa^ 
mam^fs* results will be (»mpared, and the ex- 
pected frequency of m^tii^ 

Common stock guidelines may include limits cm 
tlK size aiui number of individual inv^n^ts. 
StOK institudfms may wish to ^^sh any 
^ogle investment a nmxhninn per^ta^ erf tte 
t(Hal portfcdk) md a maximimi am! minimimi ^oi. 
kr amount to saf^uard ^unst ovem»icaitiatico 
or a tendency to hold too many difierent issues. 
Percentage limits may be Kt few total ^ui^ igni- 
tions in any one imlustry or grrap classification, 
over-the^ounter securides, securities in foreign 
i^i^ and (mtstanlii^ shares (rf ai^ (MM ami}»ny. 
A wrtain percentage may be mv^t^ in c(Niq>anks 
witli growth potential. 

For baais, guideline may mdwle per^ntage 
linuts on tl^ tt^al issues in any (me indu^ or 
group, cm seoirities <rf any one issuer, and cm the 
anxnint ci private pigments, limitadons also 
stould be set (» the level erf quality radi^ <rf 
tK»Kls. Con$i<teratkMi may be giv«i to ^ distribu- 
tion <rf maturities of investn^nts, ijKluding c<»i- 
n^rdal pi^r am! aHmt slmt-tenn securitks. In 
estaUishing o»nmitn^ limits fix^ ..;(m» 
investments, dilTemit issues ol tlK san» dsbtot 
ptopezly may be dassiil^ tc^ether. These gnicte- 
lines should be flexible and reviewed periodically. 

The types of investn^nts commoily held by 
eebraticmal insdtutkMs if»h^ Ixmds, debentures, 
notes, preferred stocks, convertibte securities, com- 
nxm stocks, warrants, mutual fund shares, real 
estate, leasebacks, and mortgages. Tte list of hi- 
vetfn^ts shcHik! be revtewed omtinually. An 
umsualfy laii^ ^^jf^atim m tte value <rf a par- 
tkutor holding shouid not necessarily dictate a re- 
diKtkHi in tlK investn^nt Hie size (rf a contKmy, 
nature of its business, and quality <rf its mana^ 
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tasnt are relevant C^rs to be ^msiitered. Prompt 
sale of securities not accomplishing ^rvestment ob- 
jecdm s^HiM be eiMcmr^l. 

Ttere exists a tmsic tenden^ toward too many 
differoit hokfii^ because ci the vdome of gifts 
ami beque^ recei%^ in tl^ form erf securiti^ and 
the desire of some donors to have their gifts of 
^curities retah^ A onnnKm {Kdicy is to reqidre 
that all securitfes recmed by gift or bequest be 
di^josed of as pmnptly as pc»sibfe unkss pro- 
hiWted by teims of tte 1^ or beque^ and unless a 
partknilar security is ahe^ hdd in the pcmftrfio 

or is under co^deration as an »faiitian to the port- 
fdio in tl» near future. 

Divers^k»ti(m (rf inv^tn^nte is essoitia] for 
protection again^ unforeseeaUe trends in the 
eoMKmiy and the securtties markets, ownership of 
security m>t n^uurii^ up to exp^a^ms, am! 
investn^nt in enterprise hsv«dvii^ greater tlun 
normal risk. 

Investments in a portfoJks slKwld be diversified 
by number and vartety at securittes. Ded^ons on 
both a^ects wiU dep^ cm inve^ment <>b}ectives. 
Pn^rticms erf tte debt ami equity bcJdii^ slKmkt 
tHA he defined too rigidly. Special fadors affecting 
d^«oiK em pn^Kv^ms imdrnte type and ciuality 
of fixed-incooK securities, trend erf fartei^ lates, 
future growth ami present vulue erf equities, m- 
come, a\-ai}ability of particular investments at a 
given time, am! marketability. 

Tte invesdnent numa^r shouM be free-to set 
an inve^n^ strategy vrithin tte Ihnits e^ablished. 
During different periods of ecommiK and market 
cyd^ it may te preferabte to make «ibstamial 
shifts in securities hokiii^. White it may or may 
txA he cem^dered appn^riate to tekl certain type 
erf Mcurit^ it is in^ropriate to have nites diat 
are too rigid. 

Tte inve^nKnt AmmiittK shcmld n^tor etc- 
tkms taken by tte man^r to imi^iem irnvst- 
ment strategy and insure thai policy chaises are 
itot umtertaken withewt pnm appro}^. 

Short-Term Investino 

Money is a commodity ttet shemld be used as 
careful as any e^her asset erf an hi^itutkm. Tte 
peaks and valleys In tte cash receipt aai dislnirse- 
fflent patterns create qjportunities for short-term 
inve^mg. Tte consed^Jaticm erf tenk acceNmts ami 
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amilar use <^ excess bdaiKes, iiKliKlii^ some 

fkat (valiK of d^ks <nu^am&ng), can pn>- 
(h^ addhiosial laoHae. Cash fow patterns for 
ittfivkhial mstitiitiois dKNiki be maintaii^ ami a 
<bily cash reptm utiUzed m cmijiif»ti<»i widi a 
cash forecast oi three to six months. All fumis 
avaiJal^ for short-teim hivestiiig taay be po(^ 
un^ dr^nnstaiKes or tegal r»)turaimite (Sctate 
otherwise. Generally there are three types of fiinds 
hi a pod — fuiKis to be ^»Dt in eiirr»M (^teratkms, 
finxis earmarked to pro;^ l^ymente »^ 
as ccMmn^tkm, ami ten^rary faiv^m^ c£ en- 
dowment fumls. White ^>edfic project fnmb at« 
citsn availidyle for kn^r perkstb, &xMity ami 
timiqg are importam in hive^n^ am^deia&im, 
liquidity md limited ejqNKure to {Mto fiwrnatkm 
are al^ erf primary fanportance. 

Becattte of the nature (rf six»1-tenn investkg, 
the diief finandal officer ci the mstitution often is 
assigned the responsibilhy for making shctft-lenn 
investments. Authority for sodi investing should 
be defined and delegated by the investment com- 
mittee of Hm govemii^ board. In order to maxi- 
mize return, the manager of endowment fund 
investn^nts should be aware of and utiKze, if ap- 
prqsriate, short-term investment activities whether 
or tHA under his purview. 

The m<»t common investment media for short- 
term investing are commercial paper notes, VS. 
treasury bills, banker's acceptances, certificates of 
deposit, and short-term bonds of U.S. government 
agencies. Risk and reward are inseparable hi any 
investment decision. Quality, liquidity, and s^ety 
must be (»nstdered in all short-term investments. 
Such investments should be made with maturities 
scheduled or repurchase agreements sufficient to 
meet cash needs. It is ^ne rally worthwhile to 
invest for any period in any amount when return 
exceeds the cost of staff effort 

Lending Securities 

To enhance eamfaigs, a substantial number of 
«>lleges and universities lend securities they own 
to broker-dealers. A security loan is a transaction 
in which the owner of securities gives up phy ical 
possession of certificates to the borrower and in 
return receives cash or other collateral equal to the 
full current market value of the securities. WWle 
continuing to receive the equivalent inc<Hne fnwn 



the securities, Q^s lender also has the unrestricted 
use ci collateral, r^nesemi^ the ioH vabe (tf the 
securities for die period tiiey are oa tran. 

Several firms mate a q^edalty servidi^ lar;^ 
P^tfolio accounts by generating security loan ar- 
ran^ments. Altbou^ the practi^ d securities 
^ndmg is well-es&blished, any institution contem- 
plating participation sbuuKI first team an of the 
iwocedures, induding protective contn^ In 
tracdng for security loms, care slnmld be exereised 
to evaluate tbs flm^i^l stal^lity of the faxdter- 
dealers involved. 

MBAKnuNG Investment Results 

An hnportant respot^tility of the go^^rdng 
b(»rd is to msure that endown^nt azKi od^ txmds 
of t!» tostitution are hn^sted to jHodu^ stated 
objectives. ProdtKtivity depemis on many CBctors, 
such as the d^ree volatility ami risk the tn^es 
are prepared to ^cept fai the nmrk^ value of hi 
vestments, restrictions impo^ <» inve^ments by 
donors, ami the relative em|ri)asis on current fai- 
c^ne versus ks^-term growidi. Whalever criteria 
are used to the return cm faivestments, h is 
essential that the rate of return be pn^pexiy n^s- 
nred and that timely report be nmde to the 
trustees. 

The histoid dollar vahie accouitting method 
does not provide the information required to com- 
pute investment returns in a manner that permits 
accurate analysis of faivestmem results. The mmt 
practical method ci providh^ ti» required fajfor- 
mation is use of a market vahie, unit method ci 
accounting. Fot fwrtfoltos in an institutk>n's pod, 
the same computations can be made on work- 
sheets, purely for performaiKe measortment 
purp<»e8. 

The rate of return on faivestments has two com- 
jMnents, yield and market value chmige. Rate oi 
yield is sfanply the im^sne earned on bi^rstments 
f mo dividends, interest, and mt rental iiK:ome for 
the period, stated as a percent^ of the fund's 
market vahie during the period. The market vahie 
change is the net ii^rease or dmease in market 
value over a (teslgnated period, expressed as a 
percentage of the bcginnfaig martet vah». The 
combination oi yiekl and market value change te 
the total return on the fund. It is important that 
both conqjonenis of total return be computed and 
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reported to tte trustees at r^ubr interrak. 

Si g nifi ca nt cash Sam 'mo or out inve^i 
funds can seriou^ distort th€ rate of return earned 
<m the total fund. Use of a unit method oi account- 
ing maksi it {x^il^ to G(»q>iite a rais (tf retnni 
that eliminates the effe^ of cash flows. The resuh- 
iag **time-weighted" rate d return, as opptM to 
the "dollar-weighted" resuh, is the apprc^riate 
n^ame <^ remits ^hteved by the fm^s invett- 
ment mana^r. In aver^ig rates d return over 
n^cessive periods, arithn^ averages (a&liiigtte 
iBtes (rf return aiul dividii^ by the number 
jKriods) stottU be avc^kd Hm g^m^trk average 
<^ fates d tetxan is dtt be^ n^asure oi bow pn&t' 
ably the portfolio has been mailed. 

Maiqr institutkMM are ti^eiested in «»^»ring 
their investment rouits the rale of return 
acfatev^ on wklely qiuted UKteces, such as the 
Standard & Poor's SO(V&odc lnds% or the Dow 
JcM^ Indtt^rial Aver^. In n^kk^ ash com- 
parisCTs* it slumld be «^ that ttese are ccn^^ 
^ock iiKkxes, wl^teas xm^ iiistitiitk»is haw 
itificant bddii^ (rf fixed4iicoroe secttritks. Ftir* 
d^nnore, because of volim^ ^nd prke wdghdng, 
lime hidexes are wt ftiUv ^es^itative ^ d» 
movent oi Uie laiger vr^f of stosks, Ti^ unh 
values publid^ e^ a*r by titt Cqoiskmi 
Fuml also provide a b^ /or ccHnparisoii. Ttere 
ate several stock brokerage %ms <^erif^ perform* 
ance measurement servkes. Dartmouth College, 
through a iroject spcmsored by tte NACUBO 
Investn^ots Ccmudtt^, also wUl omipute rates 
of remra from unit vah;^ %ires mtautt^ by an 
u^tution ami suj^ om^witfive perfonnance 
results. These amq^rteons <k) not take into ac- 
ccmnt vartetioiis in mvestn^ obj^ves or diffo^ 
eoces in portfdk> COT^x^itkHL 

In a»qnit!^g ratK (d return for Uie puipc^ of 



evahiatti^ tte quality d hi^e^s^ot nmimgement, 
it is also imfx^tam to exdiKte real e^iaxe not cui^ 
rmtly i^q)r^ed ami unnmm^ inv^tircnts, or 
ttew ncM umter the ocmtrcrf <^ tte fai¥^tn^t man- 
ner. Umnam^ inrntments iudwfe si^ items 
as unre^^red or "teter" stock* gifts of securities 
that tite dcmors require to be held in tte pmtfolio 
M a cc^Klitkm ci ^ m f oi^ hii^sfied in faisti- 
tutkmal buildhigs. It may be useful for otfatf rea- 
lms to report ramiqgs <m at hi^eomeits, li^tKl- 
h% sudi itms, imt tt^ dxNild mst be h^iKfed to 
tiie purpme ctf evaluating inmtn^it man^en^iL 

Social RESKM^muTY 

IN Investment Management 

Although the bas^ dative ci ccd^e or uni- 
versity tru^^ in mam^ii^ ^Kkiwn^ ami cxber 
fumb fa to prodi^ maximum kmg-term invest- 
ment return witbcHit ^^rniii^ in^)prq)riate rbks» 
trustees dKmkl be aware that many institution 
alOT are OHicenial about the social re^xmsiUUty 
of a»p(ratk>ns tai whkh ttey im^ »kli- 
tion <^ so^ ami pcrtitical cm^ratiiMis to 
eccm«nic and maricet consickratkms makes the 
c^^imum dnske ctf inve^ments a mem amsj^s% 

If a pdky staten^ an inwstor reqxmsilrility 
is adopted by a govemfa^ toard, it stouM inchsde 
descriptions of tl^ responsiUlittes <d c^ers ami 
conmiittees ami <tf the deddim^'makiiig process 
related to social ami polite fasues hi investment 
ded^»». craunittees have l^en neat^ 

at son^ instituti<»tt to dkci»s proxy imes. 

CUteges and universities may find it helpful to 
use tt^ serwoes ci oiganizatkn^ wIk^ purjKw 
is to provide impartial, timely, in-ctepth analym, 
witlKHit r^cmunemlatkms, id corporate social 
re^xm^t»^. 
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Budgets and Budgetary Accounting 



EDUCATIONAL PROGRAMS, VSed for SO^OSt 
servte^ ami limits rescmim all telp to 
determine the institutifmal bo^et — an itemized, 
autlKMiz^l, aiKl systonatic plan ai opeta,^ ex- 
IMessed in (kdlars, for a given period. I^wksp- 
iaa& (tf the l^tdget of a cd^^ or umver^ is 
the eon^n ai the president and senior adminis- 
trative officers as well as facility and staff memr 
bers responsible for canyii^ mit the fiii^nis 
and programs of the institution. Some colleges and 
universities seek participation from students, usu> 
ally through rec(^nized and representative student 
association. 

Lono-Ranoe Plannino 

Loi^-range planning is highly desirable for a 
coUe^ or university. Such plannii^ should begin 
with a statement (rf the mis^on of the institution. 
A list of institutional objectives should follow the 
statement ot mission, resulting in the programs 
to be pursued Siich objectives should encompass 
a period of five to ten years, with planning more 
detailed in the earikr years and later becoming 
more general Oik» the academic (^jectives have 
b^n established, it is then possible to establish 
(^jectives for the support services. 

The long-range p^ns t»sed on ^blished 
objectives include every sgnificant aspect of the 
educational program and support services. 
Changes in curriculum and method cd instructicm 
must tw considered, as well as chai^^ in suj^rt 
for research and public service. Faculty claries, 
worklo^is, student-faculty ratios, staffli^ patterns, 
class aize« aixl use of space must be determine 
for the present and estimate for the future. The 
need for support services and the requirement 
for i^yslcal fMafitte depend oa the academic 
plan, and all must receive adequate attenticHi in 
the comprehensive loi^-range plan. 



The budgetary process is used to insure the 
optimum allocation of i^sources to the academic 
program, while siiuultaiKously insuring adequate 
support services. This process require imaginn- 
tion, insight, and creative effort The chief busi- 
ness officer is respondbie for coordinating or 
managing the de%«iopmem of cost estimates and 
a k»ig-range finandal plan to support the aca- 
demic program. This process should be carried 
out in cocqjeration with apptapdm academic 
offl^rs. The plan slmld ii^wte estimate d 
added a>sts arisii^ from eiqmnskm, hnproveme^s, 
ami new prc^rams, as well as those for increases 
in salarks, mploy^ bei^fits, utilities, and prices 
of supplies, ^uijmient, ami services. 

In institutioiK where there exi^ an hutfitmkwni 
research c^Sce, both academic and Imsiness offl- 
<^ should participate fai tlK studio produce! 
this office. Data produ^ aml/uf c<rilected by 
institutional research c^ces often may be utilized 
by academic and business tM^K in bw^t plan- 
ning and preparation. Sudi an offi^ not cmly 
accumulates data bade to kmg-rai^ plans, but 
also ei^ages in omtinnfa^ analyses and reseaidi 
that are helpful both in the establishment of ob- 
j^ves and in periodic review and modi&:atkm 
of plans when objective are not being met. For 
a detailed treatment erf kntg-range planning, refer 
to the chapter "Institutional I^nning." 

Budgeting Techniques 

Formula Budgeting 

Formula bud^ting is a technique by which the 
financial needs, or (grating requhvments, oi an 
eduCTtional institution may be (tetcrmined through 
the application of a fonnuls. M<^ formulas are 
based on enrt^lmem data and/cn- credit-hour pro- 
diKTtion. The formulas are relatively simile to 
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umferstaml, objective in their application, ami 
rea«>nably equity to institutkMis that offer in- 
^nKti(M] (ssly. 

Souk state cocndinating boards or c^r state 
i^i^ies lave ^kpted a fwmula aiproach to 
biK^ttng that pia^ an institutions under their 
WHitrol on the same basis and afTords ccmiparison 
to bud^ reque^. These separate institutional 
bwlgete tl^ cm be cottdida^ into <me overall 
budget request for an a|^ropriati«i for higher 
education. Some of these formulas are more so- 
phisticated than (^i»rs and are quite aerate in 
projecting the fuiiding needed for the institutions. 
However, legislatiiiies (tften ^iK»e in^tatk»»* 
requests because erf othtr state needs or limited 
resources, or simply underfund them with the re- 
sult that, m many cases, In^tutkMis receive le^ 
money than they need to cany cmt tl^ir phms. 

Some Slate formulas are b^^ on io^n^ticKi 
only and therefore do ncA take into oomi<ferati<»i 
ffi:Hvi^ <^ the m>n onnplex universi^. Tl^ 
formulas make allowance fbr instnution, but make 
httk or no allowaswe for organized activities re- 
lated to instruction, qxmK)red re^ardi programs, 
and similar functions. In s<Hne states the htdirect 
cost reimbursements deriving frran spon^ned re- 
search are indi^l in revem^ but no iwpro- 
priate offset is made for the related expenditures 
dtat the iiKiiitatkm fa^rs. Thus, an fawdtutimi 
ei^agii^ in ^xNi«)red re^arA is penalize! for 
engaging in {nograms oihsr than instn^tkm. In 
spite of the ^ortccanings of less sophisticated 
formulas, institutkjns may fiml them reasonably 
acceptable if programs are fully funded by state 
legislatures. 

The formula appro^h may use the projected 
full-time-cquivalent tUKtent enrcHlment and the 
establi 'ied student-faculty ratio at each of the 
various levels of Instruction to arrive at the num- 
ber of full-time-equivalent teadiing positions re- 
quired. Total teaching salaries then are determined 
by multiplyfa^ number of positions by expected 
average salary. To this amount is added a per- 
cent^e for other direct te^hit^ expense resuh- 
ing in an esthnate of the tmal direct teaching costs, 
whidi is considerwl the budget l»se. The formtila 
also must rect^nize all applkabk indirect costs. 



Varying percentages are applied to the budget tase 
for administration, general expend, organized 
activities related to instruction, organized research, 
public service, library, ami maintenance of physi- 
cal plant. This total is the budget requirement to 
be funded frran tuition and fees and other reve- 
nue sources. An example of the formula approach 
is provided at the end of the chapter. 

Formula budgeting determines a dollar alloca- 
tion for each activity to accomplish its instituticmal 
mission. These requirements then are met by esti- 
mating revenues to be received that can be applied 
to educational and general support, with the dif- 
ference between that revenue and total support 
requir«3 being requested by way ai appn^riation. 
To include all revenues fails to ren^nize the dif- 
ferences in histitutitms and will penalize an msti- 
tution that manages to increase Its revenues from 
outside sources. Some state formulas do include 
in thteir revenues indirect cost reimbursements on 
grants and contracts. By mchiding such reimburse- 
ments, the appropriation request wouU be redu^ 
by a corr e spo nd ing amount. 

Program Budgetings 

Program bud^ting is e^ntially a plannii^ 
(tevice that ultimately leads to a conventional, de- 
partmental budget for operation and control. A 
number of colleges and imiversities have been 
working with program budgeting for several years, 
and some state coordinating boards have adopted 
a program bucketing system for determining finan- 
cial requirements of the imtitutkms under their 
control This system also is for resource 
allocation by certain states, after funds are ob- 
tahied. Since program budgeting is designed for 
long-range planning and tmdgetii^ it usually is 
developed to cover five- or ten-year periods. Insti- 
tutional programs are the o»itnd factor in pro- 
gram iHuJ^ng, rather than organizational units 
as in the traditional budget system. The program 
budget attempts to establish and clarify the re- 
source requircD»nts of the^ programs and deter- 
mines the cost of achieving 0ven objectives. It 
further contributes to the decisioit-making procen 
by providing an analy^ td alternative program 
decisions in terms d anticipated c<^ and ex- 
pected benefits. 



'Material from Accounting for Colleges and Universities, copyright © 1970 by Loui<aana Stale University Press, is 
adapted with pennissiofl. 
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It should be pointed out that, b^u% of the 
complexities involved, program budgeting often 
makes extendve use of omiputen and c(»nputer 
techiK)k^. However, the c(nn{Miter does not re- 
duce the need for the human etement in the final 
(fedsi<»M&a]dng proce^ 

In relating pn^ram buc^etii^ to oH^^ and 
universities, it is essential to umkrstami ibe bask 
concept of the system. Institutional ^sals shouki 
be stated in broadly defined terms. For exampte, 
tltt ^s may be expressed in ^i^ral terms kkA 
as instnKticMi, research, and publK servi^. &tA 
stateoMnts are ^)Mific encwgh to permit pro- 
grams to be formulated and evaluat xl. (K>i^v» 
tlKrefore must be ^fii»d in terms of "program 
categories" that are ictentifiaUe ead pr«Nli^& 
For example, one of the of an institution 
m^ be trainh^ or stiuly in busii^ss-relat^ t^i- 
niques and principles. Here the end product be- 
&3a^ the degree pn^ram in the re^»^ve fieU, 
si^ as B^l^r of Business Administrati<m in 
^awotii^ 

A ^)edik (tegree, siwh as tl» <me just nan^ 
must be (kfin^ in terms oi ii^tifial^ uirits gen- 
erally referred to as "prc^ram elem^ts.** For a 
degree, tte program elements usually ccm^ d 
a ^^d&d set of courses; however, a degree pro- 
gram may ctmsi^ of prt^ram elements fnmi o^her 
flHin mstriKtional fuiKtitms — for example, stu- 
dent activities and stwknt tealth Mrvii^. A pro- 
gram da^ifi^tion structure (PCS) enal^ t^ 
insduidisi to cut acrc^ prognun lines to obtain 
costs €d a given degree. 

T1» pn^ram classificaticm structure k a m^i- 
anian that can be empkiy^ to do t»«i^thig 1^ 
the n^tlKxi «mmK»i]y cal^ PPBS ({banning, 
pn^rammii^ bwigeting system). This tyi» of 
structure may be illustrated as fdk)ws for the 
b»:fKlor*s d^ree as a prodt^ of an ittstitutkm: 

I. Instnictimi (i»ic^rBm) 

A. InstructKHS ieadif^ to a bacf»tor*s degr^ 
(sul^n^ram) 

1 . Instruction in (kfmxtment A (prc^nm sub- 
category) 

a. Level of instniction by department (prO' 

gram^tor) 
(}). C(»irs^ (program demoits) 

(a) . Personjtelcosts j measures <rf 

(b) . Suj^ltes ( program ekments 



2. InstnKti<m in (tepartn^ B 
a. Level erf instruction by d^artpigqt 
(I). Cour^ 

(a) . Per^miKlM^ 

(b) . Supplies 
Etc. 

II. A^d<>mic &ipport (prograffl) 
Etc. 

III. &iKteit Servfees (jm^n^) 
Etc. 

IV. Ii^tutkmal &i]q)ort (i»qsraffl) 
Etc 

Instituti(Hial programs, such as the ones listed 
above, will have inputs to the cost of a degree. 
This format will reflect the ne^saty faiput by 
pn^ram area of an institution, thus defining 
the oompodtkHi <^ a degree. It shouki be noted 
tliat end products other tiian (^rees exist for 
an ii^tution. ¥<x exan^le, ibo ccm^xM^km oi 
ac&ms ^tat tead to devekqnsrat oi a oew cuqs 
for a disease may be an end product for an 
institutkm. 

Histor^lly, bui^ makii^ tyi^caOy was era- 
cemed with decrememal and increm^ital costs ot 
Gcmtinuif^ tl^ same programs, qjeratkms, ot 
fui^k»]8, <M- with atkliiig new oms. It gei^ally 
is assumed that the expenditure base on which 
tlK budget-malcing process begins is correct. Pro- 
gram budgeting, on the other hand, makes no sudi 
assumptkm, Imt tttem{^ to ^ out pragranKi a»i 
apply analytical tools to measure the cost-txmefit/ 
ccsi-effectiverass before alternative dedsions aie 
macte. 

Program budgeting cuts acro^ conventk>nal 
department lines and measures the perforroaiKe 
<^ a program in terms of Hs ontpvt. In tMs nun- 
ner, program elements that are possible substi- 
tutes for otl^rs m&y be given fuU cmisi^ratioa. 
Thus, program budgeting in trod a degree of 
competition designed to achieve greater effective- 
ness. EflFectiveness may be consider^ as a meas- 
ure of the extern to uludi a ^»fBl {m^ram 
accomplishes its ob^dives and is related to ben- 
efits, whkh may be cm^toi^l % the uUlity to 
be (krived frras a ^ven program. Hiis is tte cosir- 
bei»fit/cost-e&ctivei^ as empkiy^ in pn^am 
budgeting. 

Aiwtlvr objectiw oi prc^ram tm%eUi^ is 
control. Historically, budget contrd was identified 
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sokly with expenditure control. Program budget- 
ing impUes monitorii^ oi pn^ran achk^^ment 
as well as cmtxci of expei^tiuies. 

Tte final d>jectiv€ of program tHK^dng in- 
volves data ami informati<m. The system, if prop- 
erly desigi^ will {Hodi^ certain data that were 
iK>t previously in cvktei^. Hiis wiU enable tite 
institution to make its ctectsiMs in terms tcMal 
program ratter than on a <tepartiKntal teisi^ 
whtdi is possible becau^ tte programs rdate to 
emi prodinns ratter than to tte administrative 
oiiganizaticm or fuiKtim <rf tte u^tution. 
imreii^ntal emi^iasis <rf pit^ram InKlgeting be- 
comes more iqqnt^Nriate as a system in vfew d 
tte ii^reas^ orkntati<m to interdi^iptiimry fHO^ 
grams. As furtter study is gt^ to program bud- 
geting, it is litefy that wi<k u% will te macte of 
this type of system as an ^n^h to vari^ms 
i^tutionai programs. 

Zero-Base Bud^tif^ 

Tte zero-tese budgeting t^hnk|ue a^umes 
ncMhing about prtor budgets, but ^rts fixmi acero 
each year to buiki a biK^ This kiiuJ erf 
biKlgetif^ e^aUishes stamlard wwklo^ for tte 
respective department or colleges. If ct^it-lKHir 
productkm in a given cte|^rUnent or oidte^ ^ 
creases and is expected to contint^ to decline, 
fewer instructional perscmi^U travel alk^n^ 
and supplies would be required; thus less money 
shmdd be bw^eted than in tte previous i^riod. 
This is a ^rtml adajMatira of program biKl^tii^ 
and forces better mana^ment (tf tte imtitution*s 
resources. While tte detail supportii^ an alk>ca* 
tim in thb type d biK^eting is dilferent, tte final 
ted^t is prepare in tte tn^liticmal manner. An 
alternate a(^>r€»ch to zero-ba% t^getrng w<Hiki 
te to teve e^h ikf^rtment list tte lowe^ five or 
ten perttnt of its priofitk& 

<%viously, tte r^wtkms or ^ittons called 
for in tte zero-tese tHK^tii^ appnm:h canmM 
te Khkved eadly and son^tin^ ncrt at all. Tills 
is so because die histitutk»! raniKM re^ly ^just 
its in tte organizatkm quickly m easily. It 
may te extremely difkuh to retorate or termi- 
nate persCTiKl in a stert perkxl oi tin^. Fucoi 
a>sts that have been finam^ over a period of 
several years make t»Kiget chai^ dtfficuh in tte 
short run. Altteugh ^ro-base budgeting has mt^h 
to c^er frcm a mamgen^t pdot d vkwt tte 

160 157 



infk'xibiltty ttet collej^ man^ement faces nudces 
its adqnion and strict imidementation difteulL 

The TRAUTKmAL Ankual 
Operating Budget 

White ^h ci tte three fonos ci biK^ting 
menticm^ above has its ^ivam^es, tte tradi- 
tkmal bu<^ is tte bi^get for fiscal c^raticm 
and contrc^. Tte tn^ticmal tnidget is ccmsdwted 
ak»^ w^mhaticmal li^ with each departmental 
bucket pio^ldii^ tot perscmMl ocHUpenuticm, 
sup{dies and expenses, and cai^tal expenditures. 
This kimi oS ted^ can te r^tnictured akM$ pro- 
gram lines with tte aid ccmiputers ami ^^ro- 
priate sc^ware i^ck^s. lIUs re^n^ring, oftra 
referr^ to as a cro^walk, f^rmits mam^ement 
to conskier tte «^ <rf diferent programs ami 
pc^bte tracteK^s for 0K>re effecthre use erf bud- 
get funds, wmie still maintaining tte traditional 
budget system. 

Tte annual Mget is coonUnated with tte kmg- 
rai^ ii^tutional In additi^ it is ^>edfic 
ami ctetailed ami presents tte (rian to finai^ tte 
approved ac^mk pn^ram ami support servi^ 
for a fi^ j^r. Tte amiual In^i^t is determined 
laf|!ely by tte ac^mic program within tte limits 
of r^cHirees availabte. Whhin instituticMial ted- 
^t guictelines at^m>v^ 1^ tte govemii^ board, 
individual tedl^ts are ctevek^^ by <k|rartment 
heads, with appropriate contributions by faulty 
ami siBS. Tte presufent, drief ^^lemic officer, 
and chief tnisiness officer all teve responsiUlities 
for hs devek>]mient. Tte ^n^emii^ brard is re- 
spmtsibte fen* ma^ ptdicies and for final approval 
ol tte Gcmipretei^ve t»»l^ 

Tte traditional budget in use in tte ma^nlty 
<rf cdl^es and universities is tte h^ren^ntal 
tnu^t with a teeakdown furctions, swh as 
in^rtK:tion, research, and tibraiy, with ^tailed 
ex{^mliture breakdown by <^>^ Tte oirrent 
ink^ tese is tte ^artii^ pdnt; tte amn^<m 
is macte ttet ihc tm^^tt tese is oorr^ and that 
annual chan^*s ate eff^ted 1^ ii^ra^f^ or cte- 
creasing ai^n^ate d^ts as ocmicm imd re- 
sources dktate. Sm» institutions have questioi^ 
tte valWty (rf tte ii^reoKntal ^rrach and teve 
mk^Med (Mter ^^road^ mdi as 2ero4we 
tedgeting. 

Tte annual current fumis tnid^ sboukl te 
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prepared and ttIo{^ weW in advance tiK fiscal 
period and should include all anticipated operat- 
ing revenues, expenditures, tranters, ami alkica- 
tkMis. The anttoi{»ited revem»8 and expenditunes 
should be applied to all operations ami activities 
for the educaticMial and general fuiKtions ami 
auxiliary enterprises, includii^ anttci{»ted uses <d 
current fumis revenues for purposes other than 
current {^rations. 

BiMi^ets for ivstric^ current himk diwUd be 
indwled, even thou^ their timh^ may ooi con^ 
^KH»1 to the fis^ yem-. Tl^ ammmt <rf »diimt»i 
expenditures fnm restrict^ fumls during tte fis- 
cal year slKHild be siKnvn so tlmt tcRal curreitt 
(^rations will be diKtosed in the annual bud^ 

Capital »set bud^ for ctHKtnKtkai promts, 
plant expansion, plant improves^nt, aiKi other 
plant fuml activities shcrald be prefmred, but 
^uld mM be rented in tl^ current fiUMfe annual 
tnulget 

Responsibility of Admimtrmive Officers 

Ihs pre^nt nsimlly will fiiri it iKcemry to 
OMifer freely ami fr»)t^ntly with crther mlminis- 
trative officers, especially tlK chief academic offi- 
cer and the chief business officer, in developing 
tlK c^rating Nh^. Tlw presittent also may 
establish a iHid^t oHnmittee to as»st him hi 
developing guitklines for the prei»rat!cHi of t\m 
budget. The governing board should be apprised 
of tlK pre^dent's for tl» iww tHK^t, par- 
ticularly new {m^rams, in brc^ mitliiK so that 
general approval can be given prior to beginning 
the work <m drafting the formal bw^et. 

Tl^ chief busim^ officer a^uuKS a mapr rote 
in devek^nncnt (tf the budget, ami suj^ies finan- 
cial ami statistical data to asn^ the iHKlget com- 
mittee in ihs piannif^ and pdky reo(Hnn»f^- 
ttons on tSas proposed budget. ^1^ admini^tit^ 
olliciiils, such as the chtef ac«temic officer, also 
can be expected to have a major rote in bwl^ 
formulation ai^ rcsourra allocation. 

Responsibility of the Coverture Board 

The governing board must a^ume tiltimate 
resp(»islbility for the budget. Because the board 
gef^rally ts etmpw^ o( iKmMK wto^ primary 
occupations are <Nitsi<te tltt fieM of educatkm, 
tlKy can devote only part of their tinw to the 
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affairs of the instituticm. Cttisequently, the gov- 
emii^ board can b^ serve by dir^ting \t& atten- 
tion to major pol^ and priorities. The board 
can effectively dischaiige iu iMi^tary re^x»»- 
bilities 1^ reviewing and approvii^ general poli- 
cies that determii^ the edikati(Mial and finandal 
pn^rasH <^ tl^ institutkm. 

Policy Decisions 

In devekq»nent of the bitd^t, the presklent 
makes ami reonnii^Kls smas ma^r pcdky d^i- 
sions. These d^sions cover such Hons as salary 
and wage increases, improvements in certain pro- 
grams, implementation ci new prc^rams, reduc- 
tion or elfaninatimi oi exl^ii^ prc^rams, ami 
other items. IHHicy decisions are communicated 
by the president in a bml^ memorandum to 
deans, directors, and department heads, and serve 
to gukle th^ m devek^nent ^ dieir budgets. 

Estinuaing Cumnt Funds 
Revenues and Expenditures 

The &mtf^^ td esthnat^ oi revenue is the 
respot^Hlity td the taismess <^er. For many of 
the revenue items, estimates should be based on 
informatkm nti^lted 1^ otlwr idmin^rative 
dais. As an exanq^te, anticipated revMues fnmi 
tuititm ^ f^ ^i^iaUy are Ims^ on estimated 
enrollmem data in«par»l by the r^^rar or direc- 
tor ctf admi^iom. TIk^ e^mates dKwkl t^ faito 
account general ecom^nic conditions, trends of 
enrollment both within ti^ institution and in dm- 
ilar imtituticNu, ^tkm rates, and dsoK^mfbx 
ami <Hher ftxtxxts. 

Tte estimate of eamli^ frcmi int^m^ts re- 
quires thorot^ study. The eaminp from each 
item in the portfdk) should be projected, giving 
due c(»iskleratkm to economic tremb, dividaid 
records of stocks heU, and the effect of any an- 
ticipated changes hi the portfolio. The investment 
ofl^r or investment oran^lor stookl asdst in 
preparing such estinntes. 

Estimates of rewnues triHn gifts airi unrestrteted 
grants shoukl take into conskteratkm fmst experi- 
ei^, frians for af^^ls for fumls, and alumni 
acti^t^. 

Because of the significance of sponsored pro- 
grams, separate estimates should made of tl^ 
re««nues ami expenditures relate to such pro- 
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gnum. Tbs magnitu^ of Hose pn^rams has an 
im|X)ilam imi^ on all <Mher c^ratu^ areas, 
such as plant space, persMy^l, and position ccm- 
tix^ Bt^^ts for ^NM^med programs ^Kwki be 
separately identified within tbs regular budget 
and «iji»ted durii^ ths year m new pn^t:^ ate 
undertaken and others are terminated. 

Estimates of revenues from auxiliary enter- 
prises should be based on enroUments ami <» 
past experknce in the operatton of such units. 
Revenues shouU be climated (m a gro^ t»sis, 
iiwluding value of aDowances tor such iten^ as 
room and board funi^ied to counselors and for 
(Mlur emoluments to staff nmnbers employed m 
the various enteiprises, which also mu^ be shown 
as expend. The dir^tor or manager (rf each aux- 
iliary enterprise should prepaiie a budget for re- 
view by tte tni^iKM c^er. 

Estimates ctf revenues fnmi otiksr sources ^Kmkl 
be based on past experieiKe »ijttsted for pn^ 
abte future ccHuiitions. Estinrates ti{ the prior 
year's balaines that n»y be available for rebud- 
geth^ ami estimate d balaiKes erf qn^i^ixknv- 
ment, term eiKk^vment, aiul otl^r funds that 
m^ht t» ti-an^err^ to current fui^ for of^ra* 
th^ purposes sfKMild be ^sitteml in the prepa- 
ration erf climates ai tlK availaUlity oi total un- 
restricted current fiu^ 

Federal, ^te, ami tocal af^m^riattons must 
be estimatoi with the real^tiim that st^ sup- 
I»rt ultimately ckjmids cm ti» acticms erf k^sla- 
tive todies. If swh aj^rqjriatiems are im;iudcd 
in tl^ fecteral, stete, m kcal l»K^t — ami thus 
ha^ the ai^roval of the ^slative tody — tto 
i^res then can be a^>t«i as final ami the esti- 
mates can to u^ (or institutional bud^ mak- 
hig. In those cases where the bwisst of tto fed- 
eral, state, or loral ^>vemment does nm hav« tto 
approval of the appropr^ tegislative body, the 
chief busif^ dS^r or ottor mlministrator must 
omununicate with Kaos<me in tto req>ective teg- 
islative body wto is knowtedgeabie with resp^ 
to the particular programs 4o to funded. In tto 
^te legislature, the clmirman of tto ai^rc^a- 
tions cinnfflittee or lt& equivaknt wmdd have 
km>wl»j^ of tto a|^m^riatk» tor higtor «iura- 
tion. Local government officials would know tto 
ammint (rf fumls to to made available through 
tto city <a county govemn^nt. 
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In cstimatii^ expenditure tto geosral pcriides 
establi&tod in tto ioi^-raqge plan ami tto q)eci& 
policies ami instn^tit^ ai tto pre^etent for tto 
annual bud^t bdng devek^^ will gukte (te|»rt- 
n^t chaim^ ami ottors hi prefaring ttoir tod- 
^t requests. Among such pdk^ are plans ta 
expansicm, improvenKnt (rf exl^h^ programs, 
and tto development of new educational pro- 
grams. Conaderatkm must to ^ven to tto eifect 
of fliKtuaticms in pnxs^ sahuy and immK^km 
policies, vacatiems, teaves, ami ottor emptoyee 
tonefits. Guklelii^ wxh ^ml^-^ulty ratios, 
class size, teachii^ io»is, and staffli^ patterns may 
to helpful, but the use of rigid fonnulas sbouU 
to avoi(^ 

Provisttm dioukl to maife in tto umual qier- 
atii^ tod^t f» contii^ei^s and aoBrgaaicies. 
T)k amcwnt imn^ted in ocmtin^Ky acomnte win 
depend on available resour^s, past experiei^ 
ami tto extent erf ecomHmc ami od^ uiKertiUn- 
ties at tto tinse tto todget is prepared, if re- 
sour^ are insufficient to aoWpiish the objeo> 
tives of tto k»^*ran^ i^an, tto base oi suj^Mt 
must to incr^Kd or tto mu^ to cut l^k. 
Auttority for aligning ccmtin^ncy fiuxis g^ 
erally is ve^ in tto chief ma^tmc d^er aad 
tto chief tM»ii^ oftoer. In analfer in^tutiems, 
sm;h auttority m^t rest with tto present 

Once revenue has been estimated, budget hear- 
ings have been held, and expenditure guidelines 
have been determined, it is tton possiUe to pro- 
vide deans or cHtor administruiw oi&KTs with a 
preektermii^ teHal wUch ttoir bm^ reqi^ 
should not exceed. This approach requires tto 
Usmcst pt^ljle opcratii^ level to make chotoes 
widiin its s^jpe (rf a^ivHies, ami has tto mivan- 
tage of tolancii^ tto bm^t em tto fir^ tabula- 
tUm rattor than tovii^ to revfew ami r^hue to 
{Khk^ a totom. 

Btuiget Farms 

Tto form, omtent, and anai^ement (rf itenu 
in lni(%et r^uest t<«rB& vaiy %a»dii% to insti- 
tutkmal requirements. In get^ral, tto forms are 
nw^ i»eful if they fdk>w tto i»ttem (rf tto tod- 
get itself ami if tto a^»mt classificatiems onre- 
spemd to tto^ in tto Mctmnth^ record ami in 
internal and annual financial reports. 

Bud^t reque^ forms and ffaial IxKigets u^ially 
reflect tto three n»^r objea dassi&atioais— per- 
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scmnci compcnsatkm, supplies and cxpcn^ bx^ 
capital cxf^nditures. Su{^KHti^g scl^utes pn^ 
par&i in tl^ ite\i7lqMnent (A tKK^et may 
assign amounts within the major dassi^kms for 
subordinate c^sject categmies. For exaii^)te, per- 
sonnel comj^n^tion might ho ^hdivkted in sup- 
porting Kl^dutes into ^{mrme amoums for fs^ 
uhy ami prcrfesskmal salaries, siq^rtive staS 
salaries, technician's w^es, and stiKient wages. 
MincN' chfsct classtfkatiofB such as ti^vel, tele- 
plK^ ami communkadkms, mi printing, aoKmg 
cMlttrs, might be cfetailed in ^(q^^tli^ Kh^ules 
umfer tt^ major classifkatkm of supplks ami ex- 
penses. Such subordinate categories are used fw 
mam^ment infbrmatkHi, with budget oMitrols 
normally i^iyti^ to tlK major cbjca das^&a- 
ttons ami selected minor classiilcatkn& 

The bm^ fonm dK)uU imlmte cdumi^ for 
ccmiparative figures fc^ at lea^ ti^ pfKedix^ 
fiscal perkxi, Uie current-year bm^ prelected to 
tl» ^ <^ tte year, ami the l^kiget year. Before 
forms are <£^buled to ctefmrtmem chdrmen 
and others, historical f^res, supplied by tte 
t»dMSs {^a, d«>uki be h^ert^. The forms also 
sIkhiU prcv^ s]^^ for amcmnts recommended 
at each level review. 

The bm^et reqi^ forms for personi^l ^m- 
pensation shouki include more ceiled informa- 
tim than (k> otiier expemliture items. Each imU- 
vkiual (K>sition ami its iwumt^nt, if known, 
slKRiki be listed, akmg with the term of f^rv^, 
whetl^r academic year, twelve nKmths* or fmrt- 
tin^. (If {^-time, tte ctegr^ <rf i^-time slKHiki 
be indicated.) tins inf<Hmatkm may be used, 
after the InKiget 1ms received final approval, to 
estaUi^ payroll authcmzatkms. In mMiticm, per- 
scmi^I records shcHild be available as 1hu|^ re- 
qwsts are reviewed at variot» levels. 

I^I^rtn^tal bmlget r^uests shcmkl be tabu- 
lated in smnmary form to stow txrth tl^ changes 
in anH>unts from tl^ Inidget of tto current )^r 
and tltt Gcnnparisons with actual expenditures of 
previiMts years. These summary reports permit tl» 
review of cfej^rtn^^ twiget reqt^ste with a 
minimum of effort 

imemd Budget StwUe.. 

Ccdle^ ami universities ai^ iiKreasin^ tarn- 
ixig to their instituti<mal research staffs to prcmde 



data for the ImkI^ ccmmiittee. In texl^ ^vel- 
«^m^nt, it is extren^ly belpfol U> know the ^ 
ckmt credit-hour |Htxiuctkm ctf ndl^es ami cte- 
l^rtments over the la^ flw yean ami to have a 
profection of at lea» the bm^ year. Worfc- 
\o&A data for each faulty i^nber ato are u^ful* 
Stmites ol secretarial suppcm for e^ fuU-time- 
equivatent facufty UKmlKr are i^ful in ktei%- 
ii^ over* or uiKter^^affed adl^es or <tepartmrats. 

Many hmituti<»is find that sp^ utOizttkw 
stmlies are es^tial to assure tasqmyers, ckmws, 
legislators, brards <rf ccmtn^ and criers that the 
institution b making effective use (rf its avaUabte 
sp^. &ich data win serve to (focument the n^ 
for new qsiMe. 

As program bm^eting, management informa- 
ticHi systems, ami mher techniques are further de- 
velop^ tte steffs erf iwtiu^icmal research c^kes 
will be ^kd upcm more to {mvkie a erf tte 
data require ti^ fa^^sticm's maragm. 

Presentation and Am^pnoN of the Budget 

The form of varies tec^ aialy^ pr^ur^ 
few consKteration of tte govemmg tx^rd, as well 
as the amcHmt oi ctetaO inchukd hi them, wUl be 
<tetermined by i^eds of tte faKfivkioal in^tutkm. 
Inafflii^ as the gornnfa^ iKmrd 1ms ti» ultimate 
reqxmsibiliQf f(Mr the tnidget, masd^% mutt have 
suflkient informatk»i to permit tttem to disdiarge 
this respomibility. However, the board shouki 
leave as many detaite as pos^t^ to the judgn^ 
of the presktent, ami slK^uld cx>i^ntrate its effrnts 
cm major polides. 

T1^ presentatkm to tt» t^mrd stemM iiKhuie 
a comparison of tte prc^x^ bmlget with bml^ts 
erf prevknis years, exi^nation of ma^ dui^es, 
ctescriptimis oi pn^raim ack^ m eliminated, ami 
salary and wage {xdicies. In aikihkm, the bemrd 
sh<Miki be hifom^ of tte extent to nHitdi tte 
I^K^ permito fulfilh^nt ctf kn^s-^ai^ j^s. 

The business <^ce shmiki semi ^di hem! oi 
a budgetary unit a eapy oi the unit's approved 
buc^. C<^Hes of tte approved tnK%^ or ex- 
cerpts from it, diouki 1^ ^nt to af^m^riate ad- 
min^rative ami diviskms ol the tmsk^ 
<^fee. The ajqnoved OH^tutes autiiority 

to cdkct all revenues and mcur all expenditures 
ii^mted ti^rein. 
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Budgetary Control and Accxkjntino 
Budgetary CimtnM 

An essential element of iHK^ng b establish- 
o^t of effective iHidget eoatnA. Without $ood 
control, the vahie of a biK^t is seriously cte- 
creased, regardless of how accurately or how 
carefully it is prepaied. Oi» of the main purposes 
of budgetary contrd is to insure that expemli- 
tures do not exceed allocations. The adoption of 
a budget does not guarantee realizaticHi of esti- 
mated revenues. The business officer must main- 
tain records tl»t will ccnnpare actual Kwm"ss 
with budget estimates, and he should report ma- 
jor variations in budget (^ratkms to the presi- 
dent. If it should become aj^arent that estimated 
revenues will not be realized, the buil^t slKmld 
be formally amended. 

BtMget control starts with tlMse r^ponsibte for 
each budgetary unit. The chief business officer has 
te^jonsiUUty for overall bw^ ccmtrol, hichidii^ 
re^ionsilMlity to caU ^nticNi to majtM- 
tures fnMD tatdget estinmtes ai^ to take af^no- 
priate fi^low-i^ Ktion. TIk (tepartn^ chairroan, 
tewcver, has the primary respondbility Usr con- 
trol ctf expeiKlitures within his bwlgetary unit 
Hicrefore, he must s^ that tl^ ai^ntuKnt <^ 
staff members and the salaries invdved in his 
department do not exceed bttd^et allocmions. He 
must restrict expemiitures for suj^Ues aiKl equip- 
ment to amounts allocated for the^ purposes. He 
must plan expemJitures for Ms unit so that alk>- 
cations will last through the entire fiscal year. 
Otherwise, an institution may be in financial diifi- 
c.'lty even tlmigh adequate comrots are mafaw 
talncd in tl^ bu^i^ t^^. Onec His (mk^ h^ 
been approved, the edtsational and financial plan 
should not deviate without approval of appropri- 
ate authority. 

Repots aNn{»rii^ %tual results with bt^et 
projectiims slwuki \x prepared ami sent to iiKfi- 
vidual budget units at lea^ nKmthly. These re- 
ports should be m»te availaUe as earty as po^l^ 
a^ the eiKl erf tf^ {wriod covem]. ftimmary re- 
ports 8h<mld be prepared mcmthly and distrilnited 
to appn^ate administra^ t^^n for review 
and any needed action. 

Budgetary Accotattit^ 

Since the budget is of vital importance hi the 
operation and administration of an educational 
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institutiim, many fai^itutkms nrake tiM reccmfiiv 
of budgetary control accounts an hitegral part kA 
tttt Mcoundi^ systm. Has procedure brings 
under accounting comstA records relating to rev- 
enues not yet reafized and ui^xpended balances 
of budget allocations. 

After the budget has been £4>proved by tl» ^)v- 
emiqg board, total fsHmatfd revenues for the 
year are chaised in the general ledger to an 
account for Esthnated Revenues or Unrealized 
Revenues, and total estimated expenditures and 
allocatiotts are credits to an ^count for Esti- 
mated Expenditures or Bi^lget AUocatlons for 
Expenditures. The excess of estimated revem^ 
ov&t esdsK^ ^EpoKfitm^ oedited to an 
account that ref^escnts the free and unallocated 
baUttue of unrestricted current funds availaMe for 
aqjemUture or alkicatkNi to tiie coxnsa. tMKig^ 
year. 

At the dose of the fiscal period, the balances 
in the actual and estimated revenues amounts, 
and in the actual and estimated expenditures 
accounts, are closed into the Unallocated Balance 
<^ Unrestrkted Currem Fumb accmmt 

As a part <rf the bud^t sy^em, provision must 
be Tcmi& for outstandh^ d>l^tkms. There are a 
number irotlKxls hst hamflh^ tlKsc, any (me 
of «Wi is acceptd^ as \oa% as it is part <A a 
umX bw^tary system that provitte for proper 
control points. These range from a highly detailed, 
central eiKumbraim system tl»t is fce{rt as a j»rt 
^ the formal »«ninth% re^mb to a cteMtUral- 
i^d, informal memorandum tecotd of commit- 
ments kein by each budgetary unh. The method 
selected should provide effective control and use- 
ful btformatifm^ 1^ should not be faifltexible or 
unreasonably expensive. 

In the accounting ami budgetary control sys- 
tem, tl^re may be records that sl^id be kept 
locally, that is, at the point of use. In tl^ cases, 
local records should correlate with, but not dup- 
licate, centrally kept summary reconfe. 

Budget Revlskms 

The budget consi^ of a set^ of estimate, 
raany oi whkh an prepared mmititt in aivmica 
d the fiscal period to wfakb Oey relate. SIme 
conditknK ^ai^ with ti^ pt^^ ol tfaw, theie 
shmiki he amtinu<His review tit data on wl^h 
the budget estimates were based Periodic, formal 
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revisions should be tnmfe in order that the bud- 
get always reptesents an u{>>tOKlate estimate 
realizable revenues and a nalistic plan for 
expcfiditures. 

Responsibility, authority, and pnx^dures for 
revisions should be a matter of written 
poltey, a<k^Hed and approved by tiM governing 
board of tl^ institution. The adcqjted policy shoukl 
allow the greatest degree cA flexibility at each level 
of authority consistent with tl» maintenance of 
proper administrative responsibility and adhemue 
to ajqwoved policies and goals. 

Revteed estimates of revenues shouk! be initi- 
ated by the same ofiteers responsive for tiK orig- 
inal estimates, and should be sub^cted to the same 



general procedures of review before tliey are ap- 
proved ami recorded in the books of account. 

Requests for increased expemiiture aOocatkms 
usually are initiated at the departn^nt level and 
reviewed by the respective deans before beii^ 
submitted to xhe preskient. If the nmoimts are 
within the total of the contii^^nt account, or 
amounts, in the q^roved iHK^t, or are covered 
by increases in estimated revenues or decreases in 
expenditures, the preskient usually has atttbc»tty to 
approve siKfa reqitts^ However, if tt» amounts 
involved are large to change the antid- 

I»ted net results c£ the original biKiget, the gov- 
eming board shouM give formal ai^mjval befwc 
iiKreased expenditures are authori«d. 



EaroilmenI Projectian: 



Lower Diviston 
Upper DivisioQ 
Graduate 



of the Formula A{^}ro8ch to Bib^tfaig 



Semetter CrtdU-ftour 
Prodttctioa 



Summer 

16.300 
15,100 



113,250 
24,600 



Spring 

lOMOO 
103,650 
24.350 



Toiel Semener 
Credit-Hours 



234.550 
233^ 
64.050 



+ 
+ 
+ 



30 
30 
24 



Proved Full-Year. FuH-Time-Equivalent Earo'Jaictit 



Fall-Timr 
Eqtfivalem 
Etiroltmeat 

7318 
7.773 
2.669 

18,260 



FalhYem Teaching FtKultf Netds: 








FuU-Timt 












Student- 


Equiy^etU 


RecommttuM 












Tesching 


Atmmd 


Teaching 




Enmilmeni 




Ratio 


Ptmtions 


Salary 


Saiaries 


Loww IKi^skm 






^28 = 


2T91 






Upper DivisiaB ^ 


7,773 


•4- 


20 s= 


388.7 






Oraduaie 


. 2469 




8 = 


333.6 






All Uveb 


18.260 




!&2 s 


l^OOIJ 


X $14,800 


$I4J22^ 



FteoAcfa/ Needs: 

$14,822^ + 
Total TescMf^ Salaries 

Rftktfitf Ii^iruclkssi . .. 

Org^itKd ActhHks Regaled to iMrt^kw 

General Admiiiistrai^ . 

Oeoeral Expense 

Orgaaoed Res^rdi 

EaSMsira and Adrik Servke 

library ^ _ 

Oper^tei ami Maittfeaance erf Riysfeal Raat 

Total Edttcatkn^ asKl Gemral BiKlf^ , 

Ettttmtted Inctme: 
Renriviag Fui^ ^ 



$4^1,325 
33% tor Ckber Instrtmkm 
Expenses 



S19J13J26 
Budget BmB 



Siate-An^<q^ted Famb 



$19,713,526 


Bi^ig^ Base 


^94,271 


2% nf Base 


1.379,947 


7% of Base 


1.379.947 


7% <rf Base 


1.971,353 


10% (rf Base 


1,971353 


10% of Base 


1.379,947 


7% of Base 


2.759394 


14%^ Base 


$30,950,238 




$10,292,785 


33J% 


$20,657,453 


66.7% 


$303^^38 


100i>% 



ERIC 
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Internal Control and Audits 



INTERNAL oMitTROL c(»i!4»rises the m^lKxb ^ 
procedures ^tofHed by an mstitutkHi to safe- 
guard its assets, to insure the aecuimy aoA te^ 
abifity of its acawntfng data, to promote q>era- 
ti<»Bl ^ekBCft to ^(^eet its fwrstmi^ aoA to 
help insure adherents to (oeKxibai p(^fa:ies and 
imtitutipnal regulations. The d>ligatk>n to admin- 
ister financial affairs justifies the c^reM design, 
in^allation, and support of internal omtnd prrce- 
dures, regardless ai ths size <tf the imtitittkm. As 
efi^ve and responsive system of intend contrd 
becomes increasiogiy important as a mana^ment 
tool as details oi such a system teamK more 
remote from senior administrates because <rf insti- 
tutional growth, nxue complex man^ement prob- 
lems and regulations, more s(yhisticated a>m- 
(Nfterized processes, and more dekgatico of 
resp<Misitnlity. 

Characteristics of a satisfactory internal contrd 
s^tem a{^>licabk to any size of iiistitution are: 

1. Oi^ganizatkm plans that provide appropriate 
segre^tion functional respmisibilities. 

2. Authofizatitm and rec(»ti-keeph^ ]»oce- 
dures timt give reascHiable acoounthig contnd 
over a^ets, lial^lities, and all chai^ in the 
balances of funds. 

3. Cterical practi^ that itmue a high <tegree 
of compIiaiKe with approve authorizatkm 
and r^ord-keeping procedures. 

4. Bm^o^es with capaUlities sufficfent to ex- 
ecute their presoibed respottsibihti^ 

Respon^bility, autlxHity, opening policies, and 
procedures should be dearly defined. Qperotfa^ 
custodial, aconujtii^, and internal aiuiitii^ func- 
tions sIkhiU be indepemlent of each other. Ancil- 
lary records existing outside a d c p af tme nt m^ 
serve in many instances as c^mtrols over activities 
within tte depaitnKnt That is, (^sportunities for 



rectmciliation records bet^i(«en <^Sces slK>uld be 
pursued whet^ver pt^ble. 

There slKwId be aj^ropri^ records and fna» 
and a ^>0&1 fiow re(»rd-keeping and approval 
proc«iur». A{^)rc^>ria£e records fa^tde comnA 
a^riwnts aiKi subsidiary Icd^rs, a rofflnif^ful das- 
sification (tf tran$8Cti(ais and, wtttre it 8n¥es a 
useful {wrpfse, document accountabilUy. 

Practices should be adof^ that wiU aibance 
tlK integrity of authorizatksis, recording tad 
custody. Office procedure should ii^wfe a cm- 
tinuous review or internal d^ck of routine trans* 
^tions, wi^reby die wtak of one perscm is |»oved 
independent (tf or coanricmKitaiy to die wi^k of 
anotlxer. There dwuki be division oi resptmsiM- 
iti&s so that no perstm has conqdete control over 
aU 8^>ects of a flnandal transaction. Fc» exanq^ 
a person «^ ^cepts cash stould Imve no re^xm- 
sibility for, nw acce» to, ctmtro! or subsldiaxy 
le<^er accounts, tenk recondliatim», d^rarse- 
ment m^Ua, or r^istostka material The same 
pe, ;m should not auttKvize payn^ docuxnoits, 
prepare payrolls, ami issw payd^dcs. The same 
perscHJ should not idtiate purchase requisitkms, 
pi^ orders with vemiors, verify re^>t ctf mate- 
rials, approve invdc^ and prqare ami mail 
diedcs to vendors. In maSkt ta^totioas with 
limited staff, opportunities for separation of fimc- 
tkms may be liinited, but the priiie^ still apfi&es 
ami should be respected if at an fM^de. 

M^hanteal equi]»nent, nidi as cadi ic^ets 
wtth lock^hi cmnttBS and Usting tapes and ao- 
OKmtii^ machines with amcmiatictotahi^rapal^ 
ity, coittrANite to ^te^ive i^mial onttnd. DevioM 
are available that attach to cash roisters or ac- 
omnrting nwcWiH^ to {mxhice pwnchffd caxib, 
punched paper t^>e, or m^netic t^ which can 
generate recdjMs, a^nmtii^ (fi^ribatia^ aoA 
analyses. R^mHe statkms c^ble a£ direct iiq»it 
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to ctmputera abo are avaite!^. AO machh^ sys- 
tems must be regtikuly examined proper con- 
trois and balances. Electronic data proce^i^ 
equiimient offers many comrd ftevices, but an 
internal control system also must be amcen^d 
with evaluating tl» systems definiticm and rel^d 
input and operatii^ procedures to insure adequate 
checks on the i»ocessii^ and reporting fiuKtkms 
<^ the equipment and the integrity <d its operetMs. 
Elective programmii^ separati<»i of respond!^ 
ities, tatema! and ext^nal secmity (d equ^ment 
and pnigrams, and pei&xiic audits pnivitte tl» 
means (rf achieving intemal ctrntxai in a conqwter- 
i^ system. 

Employees re^x>nsible for intenml amtttd 
dKHiU be fc^naUy tteia^ m mass^enKnt a«l ac- 
^Mffltiqg, with experiems in die &k} also desir- 
able. Such empkjyees should ncrt k»e sight of the 
objectives {d int»nal cotOoA while perfonnii^ 
dieir tasks. The ability to coop^ate and onmnuni- 
cate with others is abo inqx^tant. 

The charactemtics mottkmed above, u^ether 
with review by the intemal andittv, should be 
{weseot m oi&^ perfcmnii^ a Imai^ or serv^ 
fHiKtk>n, whm funds are biBed, received, 
gated, m ^dwised, where &cal acc«mts are 
maint a ine d or reportwi, or where inventories or 
crther institutional assets are carrkd. 

Many transat^iotts origmate in aedd&xOs, xe- 
search, service, and other areas oots&le the busi- 
office and provide separaticm of resposisi- 
itmes that shouM be utUi^ fully hi (^signing 
intemal ctmtrol system safeguards to discoar^ 
disctose fraudulent schemes and errors, ThrcHigh 
checkpdirts hi the day-to-day operadtms ami 
throi^ regular reports produced and issued to 
operatkmal and senior management, the system 
should pdm out areas (rf concern r weakn^ so 
diat prcmpu corrective actioa can be taken. 

Internal Auwtino 

Intemal auditing hi college '^xl univei^^ is 
a staff fuiKtion that Krm management at aU 
tevels by revkwfa^ ami apptmui^ ti» bu^ness 
activities of ti^ hi^tiiHi, the int^ty of its rec- 
ords, and the gei^ral effectively trf opemtkms. 

Because the mtemal auditibig fuDcticn traditionally 
has concerned financial ami bu«i^ matters, tbs 
person responsible for this funcikm usinlly i^jorts 



to the chfef budness officer. However, the tracfi- 
tional rote of the internal auditor has broadened to 
faichMk oth» types <tf audits as well, as die 
operational autfit (described m the section "Oper- 
atioaal or Performance Aucfits"). ReganBe^ of 
the extent ai his re^xmsibifities, . hit^nal ai^fi- 
tor m likely to ccntteiK reporting to dtt Aki busi- 
Mss officer as his primary task remains the audit- 
ing of financial affairs 

In some institutions ami state systems the 
intemal auditor may report to the jm^deot or to 

the govemmg board. Whatever tte rqiorting prac- 
tice, the podticai should be sodi that it is iade- 

pemient of the qienukms revtewed. Fbr mazifflum 
effectiveness, «pedalfy hi cases where the audi- 
tor's ffi^vities relate to die dski bt»in^ officei's 
ftu^kms, bs mutt have to a saiior admin- 
istrator other than the chief bu&iess officer— 
kieally, a» {Mi^Htent. In tik ^aff c^jwlty, tto 
auditor shodd not be a^igi^ Uk or operath^ 
r^xm^Hlitfes. For exaiqde, dsy-lo-day revtew of 
invoice-voudiers h not apprc^ate, nor is nwtine 
recondliatkm of bank statemotts. 

1>. .dhor's vnA shouki hidi^ the foBowh^ 
go^ral di^ctiv^: 

1. D^ennhii]^ that the overall syst^n id ia- 
temal contnri and d» rantit^ hi each activ- 
ity under audft are adeqimte, eflectiw, and 

2. Insuring that hittitutkmal piAcks and pro- 
cedures, state and federal laws, contractual 
obligations, and good bushi^ practkes are 
fdhn^ 

3. Vertfyhig Ute ed^i^ (d a^eis shown on 
the books ei accounts ami insuih^ mainte- 
naiwe of proper saf^nards for their 

4. Determmh^ the rdhdiifity and adequacy of 
the accrandng and r e p eat i ng sy^ems and 
pro^fauiK. 

As a liaison between hntitntkMud administratirai 
and operath^ department the intemal auditor 
should prepare a formal r^mt oi the results of 
his exanrinadcm, h^hulii^ rpcmm^i^ ctnieo- 
dve actkm, and dittrfliute it to concerned tevds ol 
admhustradon. To a&l in accoa^Ushfa^ ttese ob- 
jectives, the chkf budiKss <^ker shouhl estabibh 
pohcks regardh^ the objectives ami scqie of the 
audit program, develop awareness within d» insti- 
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tutkm (rf ti^ internal ai^t functkm, require i^tioo 
cm itm imemal amlttw^s r^mn^mlatkms, 
keep tl» aiKfittM* infcmi^ ci qseratu^ j^ns &sd 
(feveh^m^ts. Uniesol^ bsim betm^en audited 
imhs and tf^ intenml aiKlitor sbauM be resd^ 
1^ the ch^ biisiiie^ <^ker, 

Aikiit Reports mni F^^hw-Up 

Tl^ tntermil aiHfit report presents to manage* 
ami <q^ratii% persmiKl Urn result, of an 
imtepencfent a(^rmsal erf an operation. If the re- 
port is to be eff^ive^ it must d^dy ami ^nishdy 
present t^ly, curate da^ 

Tl^ fcmnat oi tl^ r^xHt may vary aoowding to 
tte audit ^tuaticm. However, tl^ re]K)rt shcmld: 

1. IndiKte an introdt^toiy jw^gr^ d^rib- 
ii% ^vity ^Kilted, ttte peii^ covered 
b> the examinattcm« and* very brfefly, the 
gemral «»pe ci tlK aiKlit ami any lin^tii^ 
&^ors. 

2. Present priMipal fimfin^ witlumt bias ami 
in suffictent (ktail for the remter to vsidst- 
stand tt^ situatim, 

3. Pr^nt recommendatkms to ren^dy ti» dttt- 
atkms reported, if i^^^iy. 

4. If^mte cmmneml&tory remarks if tl^ are 
warranted. 

5. loclmte tnf<mnaticm relath^ to micferiying 
caus^ ci (te^encies refuted in cmler to 
assist in imf^ementing corrective ^km. 

6. Place primary eiiq)ha^ chi improven^ oi 
oper^otts rather than on cri^i^m of the 

A preliminary draft at tl^ mulit report or^ 
nariiy slKxiki be discu«ed with tlie liead ami ap- 
propriate staff of audits etej^rtn^ pricH* to 
final distribution d the report The exit intervfew 
provkks an oppc^tunity to discus amfit &Klings 
ami reccmm^mlaticms, to s^ree on f^ual nmtters, 
ami to crf>tain retevant ccmux^ts from tl^ depart- 
n^t heml for im^^p<^atkm into the fini^l 
report 

Tte finish^ repcm simild be transmitted to 
tl^ diief Iwdn^ dBeev, w1k> then dis- 
tribute it with tiis ^litional «»nments or reonn- 
n»miatk»^ if any, to tl^ ^^m^riate i^^atsa&oi 
l^mL Ife stoukl reqi^ that tlK ifei^rtm^ i^Kl 
re^3ond to tte rei^rt in writii^ with a copy d 
t!^ response sent to ttie amfitor. 

Fdiow-up on amht reawnrondattons is c^cntiaL 



TI^ foltow^ be d<»» die ^^Ad tmsin^ 
oflker, but in numy insttotk^ it is hu»U^ by 
tte amHtor thrmi^ tl^ chtef budness cS&ea. 

Operatiamd or Perfoim^e Ai^ts 

A Ic^ai, impcMmtt ^ttomcm d httonal 
amfite^*s fuiKtkm is cq)erati(»Nd or perfcmmtfKe 
audits. (^ra&KMd m^lHii^ nmy be «»^iered a 
mamier of ^^^roacfa, amly^ and ttou^ht, m^ a 
sejmnrte type d ^iditi^ u^ ^«dal tedmiqu^ 

The qyeratknml amlit is a d mam^oi^it^s 
owrall cratrcd syston. Tte tmb for evaluation d 
the q}eratkMis d a ctef^rtn^nt must be how wdl 
tl» itefmrtn^ adiwv^ ds^ctives tile in^itutkm^s 
admiid^ratkra hi» ^ it HiuSy departm^itd 
misskm ^atements ot some tonoal staten^t of 
obje^ives slmdd be avaiU^ to tte ai^tor. Tl^ 
ai^ reviews per^mnei, departn^ital wc^sksad, 
produ^vity, and quality of CHt^nit, ami dmild 
to pre^^ waste, k» d time, and errors. It 
shouM Uidude an ^^miisal d tiie quality d man* 
^en^nt and tl^ eflf^vei^ d (^tating proce- 
dures. Costs ami expend are reviewed m^ <mly 
to insure that amcnmts are but fm jiistifica- 

tion as well. Ttese c(»^^ can be iq^rfkd to 
ixher acti^tics as as to budnc^^^dated 
functioi^ 

C^^radcm^ ai^tfa^ is gaining rrac^nitkMi ai^ 
stature because eflkiemry demamb that equal w 
b^ter r^ts be d>tamed with le^ o(»t The gral 
d cq^tkmal amlitii^ is to imwun^ ways d 
w^mspMAng this ob^tive withcmt sacr^di^ 
the ime^ry finai^al consols. Unlike tte in- 
ternal fii^icial amfit, whid d^ is initiate in a 
gi\^ departn^t without prior m>tice, tl^ opera- 
tional amUt mmnaUy siKmU be ui^rtaken <mly 
with tl^ fun knowtec^ and ocmsent d U» ^nm- 
^ratOT in chai^ d the defmrtii^ subfe^ to tte 
audit 

Audit Prognm 

A fonmtl, written program for tlw internal 
auditing operatkm slK>ukl be cfevekqied with tl% 
advto ami af^roval d tl» dAd bi»if^ d&^. 
This pn^ram shoukl e^^Hish ti» gei^ral scc^ 
d auctit coven^ d die ftumcia! and budi^ 
q^mtk»s of tte i^ituticm. A sd^hik of Mtiv^ 
ities ami (fefwtn^nts to be amlH^ durh^ a fis^ 
perkxl s!u>uki be ctetermii^ annually. The fre- 
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quei^ (rf internal audits is determined by st^h 
factors as the nature of *' • activity, changes in 
pers<MineJ, significant changes in volume of work, 
introduction of new or revi^ procedures, and 
adequacy of controls. 

The audit schedule should be flexible enough to 
ao»minodate special projects that the auditor 
might be called on to carry out However, special 
and emergeiKy projects should not interrupt the 
internal audit schedule for long periods, as iosd- 
tutional needs are best served by a comprehensive 
audit schedule continuously maintained. To keep 
pace with changing conditions, the audit program 
should be reappraised periodically and aj^n^riate 
njodifkations made to the audit pn^ram when 
i^cessary. 

Scope aj Audit Coverage 

The get^ral scope of financial audit coverage 
should be institution-wide and sh<xild not exclude 
any function or activity of the insdtutton. Manage- 
ment shouki recognize that any limitation placed 
on the geireral of coverage reduces the eflfec- 
tiven^ of the internal audit function and its ap- 
praisal oi the institution's system <rf internal 
control. 

Tlu scope of audit cover^ for a specific de- 
partn^nt or functkm may be illustrated by review- 
ing the scope of coverage for the accounting 
functkm, which maintains all central financial rec- 
ords ami prepares reports required by management 
and federal and state agencies. It also serves as a 
fimmdal control point for most activities of the 
institution. Consequently, it becomes the focus of 
information eon«mii^ both financial and opera- 
tional audits. This functirai must provide informa- 
tion concerning confirmation of accounts receiv- 
able, inventory verification, Sow and recordrag of 
entries on expenditure and revenue a<»»Mmts, 
reconciliatton of bank accounts or oiRcial deposi- 
tories, securities and investments, revenues, md 
expenditure classification and data n^ed to test 
compliance with policies and procedures. There- 
fore, the scope of audit coverage for this function 
should include an examination ol each item listed 
above. 

Relationship to Systems and Procedures Function 

Generally, it is inapprqsriate for the auditor to 
design or to supervise the design of financial sys- 



tems and procedures, since be sbotild mrt audit his 
own work. Practically, however, auditii^ and sys- 
tems design cannot be comptetely separated, as 
audits frequently disck>se the neces^ty fw systems 
revisions, either in internal control situations or for 
qjcrating eflfciency. 

Chaining omditions continually generate the 
need for new controls; however, controls are 
seWom removed even after they cease to be useful 
or prMticable. Shnilariy, uni^cessary work be- 
comes less conspicuous the kmger it exists. A con- 
tinuing evalt»tk» is theref<»ie necessary to make 
certain that existing practice meet the institution's 
current needs. Tte internal auditor should help 
provkie such an evaluation for the chkf business 
o&er. 

An administrative manoal is advi^bk for sta- 
bility ami uniformity. A fundamental core of in- 
structions for tile operation erf any o^ge or uni- 
versity can save time, correspondence, explanation, 
and misunderstandii^. &Kfa instructions becon^ 
the vehicle for communicating to ail members of 
the ofgamzatkn the gwding principles, administra- 
tive policies, standard pr^ico, and operatii^ 
directives of the administratkm. Ideally, a systems 
and pnxedures function is available to coordinate 
the efforts necessary to generate and maintain the 
administrative manual. A continuing smirce of in- 
formation for the systematic revision of existing 
systems, procedures, and standard instructions is 
provided by routine communication between in- 
ternal auditing and tlK systems group. 

Design of complex financial systems shouki be 
undertaken by systems specialists. The role of the 
auditor in the design of these systems is to insure 
that adequate controls are being built into the 
systems as they develop; furthermore, in the case 
of computer systems, Ik should see that necessary 
data can be retrieved for audit purpose. 

Use of the Computer in Internal A uditing 

The expansion of conputer systems will con- 
tinue to affect the development and execution of 
audits. The internal auditor shouki have suflBcknt 
knowledge of electronic data processing to imder- 
sland a computer-based system and offer a souml 
opinion regarding the adequ^ of ccffltrols of the 
total system, both separate from and within the 
comimter. 
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In the cxecuti<Mi of the aiidit by computer, ai^U 
test data can to verify that tl^ reratts a 

computer prc^ram are as sped&d^ or omiputer 
IHt)grams can be (^signed to sekct, retrkve, »^ 
md summarize actual "live'* data frtm tl^ cmn- 
puterfik& 

The audh test data metiKid altows ai^itor to 
simulate certain tyj^ of transacticms with realistk, 
but hypcrthetical data umier ^>rafted conditkms. 
This oH^pt can be integrate into the d^^ oi a 
computer system to provkie omtinuous nKmitorii^ 
ca{»lHlity, m request, in order to te^ tran^tkms 
during normal prodi^tkm runs. Hsis latter <tevel- 
c^>ment offers tl^ best faei^flte vAtsn u^ ^tfa 
ccmipkx managen^t in&^nmtion systems timt 
cerate on an on-line, refd-^inK bam. 

Use of cmnputer programs to letrtew data h^ 
been akled by tte ctevek^>mrat oi generali»d 
computer audit programs by tl^ kufer jmUk ^ 
counting finm; these programs uwally are macte 
available to their clknts. Such gewial-purpo^ 
audit packages use actual ""Uve^ data ami select, 
sort, oikulate, ami summarize the data for 
purposes. Use oi these programs can save tte 
aikUtor time in perfonnii^ <tetml steps ci the audit 
ami improve tl^ overall quality of t^ aiKlit 

Relationship to External Ai^ht Agencies 

An educatkmal instiUitkm is subject to atuSit or 
review by a number of external agei^i^ at tl^ 
request of the govemii^ \xmd or becaiw oi terms 
cA ^reements with extramural srK>Kors. 

If^l^ndent Certified fubUc Acamntmts 
and Staie A ikUtors 

The governing board of an Institutkm should 
require an annual audit by h^pen^nt ^rti&d 
public acxxHintants experk^ed in aiKlitii^ ^fic- 
tional institutions* In the case oi pufrfk iiBtitution^ 
this Is sometimes perform^ by state auditor; 
the state, ratl^r than tl^ governing board, may 
employ an accounting firm to audit the institu&m. 
Typkally, hidepemlent amlitors examii^ uid ex- 
press their pnrfes^iHia] qrfniott on tte ^oir^ 
ami hitegrity oi tl^ institution's financial rei^^. 
Imkpemknt audttot^ often are ei^ag^ for q>e- 
cializ^ amiits or trahnkal servi^. Tl^y can 
assist the business oflke with expert advice ami an 
inctepemtent view of ^onmtii^ fiscal, i^^ems, 



ai^ managenKW prcrf^tems. 

The arrangeuKaits macte with the puUk ac- 
onmttng firm sIkhiU be in writii^ ai^ the h^tHu- 
ticHi ^KHdd q>edfy tte <d)^cti^ oi msS^ aud^; 
tl^ firm will deteitnii^ tl^ imture ami ext^ oi « 
tte revkw r^iuired to rader a scnmd c^^nkiL 
In^ttttkms shouU avmd inqx^ii^ limitation <»i 
the audit, as that mndd result in the Mcrantii^ 
firm's quali^f^ ite 

Tte working relationship between ti^ internal 
aiKlit(»: ami auditors (rf the iiK^sefi^nt ^ocHmting 
firm and tte ^ate dKMihl be ctose. In mne ii^itu- 
tions, all audits by external agei^es are cmmtt- 
nated thnnigh the intenml ai^ ^{^rtn^t Whh 
advance {dannii^, yea^end work as invratcvy 
ami ca^ veriti^icm ^ be divided, infrnma^ 
exchai^d, and amiit coven^ esq^mfed. Ortais 
suqmse rash counts may requite a large staff; in 
si^h o^es the ccwit can be a omtual effort erf tte 
internal and external aucKtors. In ^u^it loan ami 
accounts receivat^ CTnfirmatkHis, tl^ imiepoutext 
or state midittm n»y review ami apfHwe the 
^mplii^ tedmiqw, and Hms return envek^^ 
may be used so that ocmfirmaticm reqxm^ are 
sent dinectly to tton« Th^ wiS ^are tte replfes 
wiUi ti^ internal wditor. Comttmrtkai si^ as 
this can eiqiaiKi amiit ^yven^ ami c<»^derat^ 
sa vinp in nmy be reaUzsed by ti^ in^tutksL 

Federal Au^tors 

In addition to tl^ amtits by {mUte ^ccnmtaf^ 
ami state auditns, tte fecteral gmemnmit am- 
tinuou^ audits federal nxmU and contracts, 
siMnetimes to the extent of havii^ re^dent auditors 
permai^tly k^at^ at an institufkm if wltm» 
warrants. 

Federal auditors may audit any segment oi tlK 
imtituticm that hii^tes cbu^ to ot exf^mb 
fumte receival, or to be re«iv^ frm fecteral 
sources- This xmy invcrfve purchasing, stores and 
services, payroll, and inswai^ as well as tte 
feiteraify fum^ pn^rams thra^lves. Since the 
fe^ral auditors mntnaUy (q^erate in a mcne r^ 
^ikt^ Iteki than imlei^mlent ami state auditor, 
ti^ relationship of internal amStor with tl^ 
fe<feral aiKiitors is limited in ras^ oi activities, iHtt 
is i^wrttekss ^o^. C^^rally, it «M^sts al- 
lowing federal auditors to review pertinent internal 
audit workfa^ pi^tB, and periiaps fumishintg fed- 
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eral auditors with aixiit reports on ^rtain activities 
mthin tl» scqie (tf tiidr aiKUL 

Reports of Externa AtdUors 

After to examinatkm c(»q^ted, tiie inde- 
pendent public accountii^ firm address a formal 
refx^t oi its fiiKfif^ ai»l a^asm vo tte govemii^ 
bmud, agmcy, administrator that amtrKtnl its 
Kivices. This report otsxi is acccmqiaiiied by a 
management tetter c(»taiiiii$ d>servati(Htt n^ie 
in the course of tite audit and reccHnn^miations for 
mqMOvti^ qjeratksns or c(»ttn^ 

^te and fetteral auditors report to their superi- 
ors on areas of their particular interest and cc^tcsm 
and also offer relevant comments and reccnn- 
mendati<M>s. It is tte r^x»^Hlity tl^ ditef 
tH^iKN <^ker to xsiptsad to the n^^y pftmend a* 
ti<w^ ^tk^ tlK acti(» taken cr tite r^CH» for 
noi miplementing the recommendati<»is. 

IiHfividiial Gcmmrats and recosnnKnia^na are 
forwanfed to t!» admini^Bti^ 1^ d tlK fm^ 
tion or activity ^mcemed, with a request fax a 
refrity hu^^ing the actkm taken or (^ber cc»n. 
n»nt8. The reply forms the basis of the respond 
to tlK extenml atKfit v^ae^. 



Internal Ain»T Staff 

The dtre^ of tl» imemal audit functiaii 
skrakl have mature judgment, famsl training in 
tte (Ajectivcs, techniqt^ dsnA pnx^dures cS. in- 
ternal auditii^ and experleiKe in the aiuiitii^ 
&kL He dKNikl be aUe to work temiMatioasly whh 
p^te ai^ to nxnmui&ate ^ectivdy, (naOy ami 
hi writii^ with all te%^ d ii»ii^eii»m and 
atii^ ^aff. He dKNikl be &sgsSBAs oi rraderii^ ^ar 
and concise audit reports related to financial con- 
diti<»i« mtemal oontnd, aiul c^^atkiml effective- 
ness. The internal auditor and his staff should be 
fomOiar with statistical «gmpKng, flow dmrtii^ 
techniques, and cmqmtn cap^nlity as an audit 
txxL 

The size (rf the audit staff and the amount of 
tbi» deviMed to ii^nal mdith^ c^wnd aa 
size c£ the institution, ccm^^aty oi tbs (^ra- 
tions, and the form administrative oiganization. 
In large institutions, the internal audit staff shouU 
uKliKte q^eda&ts in dittijdiius <^r than atufit- 
ing, sxKh as systems, computers, or industrial engi- 
neering. In »nall h^toti<»i8, intenud atMiithig nmy 
be i^ifoniKd a pers(»i r^K8^Ue for otii^ 
business and financial duti^ 
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THE CHAPTERS that foUow cOT^rise a revisifm 
€i Otom ehsptsTs Part 2« C<Mege ea^ UrU- 
versity Business Admitdstmkm (An^rican Com- 
cil on Education, 1968), dealing with principles 
d aratMinting and reporting. They ii«re prepared 
by NACUBO omiinittees apd consuhants woiidng 
with k^n awareiMss d new tniidens bei^ pl^ed 
<m ^mnintii^ and reporting functicKtt in college 
ami imiver«ties ami with a strcmg smse d t^ i^i 
to be alert to omteniporary forces toKlii^ to re- 
shape thinking about instituticmal ^^mntaUUty 
ami discksure. They rei»«sent, in a new tiuK ami 
hi re8p(»se to new demamls, tf^ authority histor- 
^ly carried by the predecessor texts. 

Background of the Revisk>n 

TIk new revisi<m was umter (tevelopaMnt for 
more than two years by the NACUBO Accmintii^ 
Principles Committee. It was ^^iroved for publka- 
tion the NACUBO Bcmrd Qi Directors uixm 
the joint r^cmit^miatiai NACUBO*s A^Hint- 
ing Principles and Publications committees. It re- 
flects, accordingly, with respect to accounting 
standards and practice and to tl^ fonm aiKl 
iiKth(xls ci financial disck»ure, the consenstn d 
experiei^ed and knowle(^able pn^essicMials rqv 
resenting the associatiim having a primary interest 
in the fiekl of ^icge and university finamaal 
man^ment. 

TYm auth«ity oi the revi»<m rests, in additi(m« 
upon a broader base than that dl the 1968 text. 
N(rt (mly has it 1^ tl» benefit d mana^ment 
stmlies and improvements that have a»ne akM^ 
in recent years, but it is a statemem ctevek^>ed in 
close communication and consultation l^tween 
NACUBO, through its Accountii^ Principtes 
Cranmittce, ai^ two Mher oii^umdons with 
interests directly related to the accounting and re- 
porting functions — the Ameiican In^tute cH Cer-| 



tified Public Accountams (AICPA) ami tiK Na> 
tlor..aI Center for Higlm Ediuatkm Mai»gement 
Sj^tems (NCHEMS) ci the Western Interstate 
Commission for H^r Education. There was con- 
sistent iiai^ betw^n NACUBO ai^ AICPA in 
t!^ more than thiw years in whkh AICPA*s 
former Committee on College and University Ac- 
counting and At^tlng i^ (tevelqHi^ its indu^ 
guide. Audits of Colleges and Universities, pub- 
lished in 1973. Similarly, meml^rs of the Accoum- 
ii^ Principles Ccmimittee maintamed ccmta^ with 
the NCHEMS task force (kveioping the Higher 
Education Finance Manual, an effort supported 
by the Departmem of Health, Educatttm, and Wel- 
fare and <^ imerest to the U^. Ofl^ d Eduoi- 
ticm's Natiofffll Center for EdtM:ati<»id Statistics 
b«:au% of its relevai^e to the Higl^r Education 
General Infonnati<Mi Survey (HEGIS) qwstion- 
naire. All si^h contacts were bnn^ht together in 
regular fashion in 1973-1974 in the establishment 
of an i n te rorgan izational Joint Accounting Group 
composed of representatives of NACUBO, AICPA, 
and NCHEMS. 

The General Objectives 

The reviston of the "Prindples" 1968 was 
carried forward with attenti<Mi to two bnmd <^^- 
tives, the fir^ to d^i<te upon geiKrally acraptable, 
rather than altemati\«, n^thotte of r^rding aiKl 
reporting finaiKia! data, ami the m&md to settle 
upon revenue and expenditure categories that 
would be uniformly acceptable and applicable. 
These goals were substantially achieved in the 
cour^ of the AICPA-NACUBO Uaiscm during (te- 
vek}pmem of the audit guide. The AICPA sought 
uniformity and fuU di^tosure, c^^ttves that par- 
alleled NACUBO% while deferring to NACUBO 
and pnrfessicmal consensus tb^ questiom d 
count classifications and definitions. The ^toitions 
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and ciaHsiitcations were further refill and con- 
itrnicd by the Ac«x>unting PrincipicN Committee as 
it continued its consultattons with AlCPA and 
NCHEMS. 

The efTort that product;^ tlu! AICPA gukfe was 
a signifkunt part of iIk tcHat effort tlmt went into 
this pa^sent revi^. Wi^n the draft of the guide 
was ready for exposure in August, 1972, 
NACUBO was rcsjKNisible for this expc^ure 
throughout higher education, dstributi^ Gq)i» 
lo some 3,00() institutions and other organi^mkxis 
and suf^rting the four Regional Associations in 
sponsorship of n^k^nal audit guiite study sessions 
in October, 1972. All views or ccnnments trans- 
mitted by institutions or flowing frcMn il^ r^ional 
meetings were given to the AICPA for referci^. 
In December, 1972, the Accounting Prindptes 
Committee prepared a formal resfK)nse to AICPA, 
and this paper (NACUBO Special Report 72-13, 
December 18, 1972) was aj^roved by the 
NACUBO Board at a special meeting in New 
Ortoans ai^J ^nt to AICPA as the definiti\^ re- 
sfKHise of tl^ college and university conmiuntty. In 
its preparation ctf the final text of the audit guide, 
AICPA was responsive to NACUBO*s rcomimcn- 
dations in nearly every case* 

The professfonai discussion stimulated by the 
exposure draft of the AICPA audit guide was 
without precedent in scope and intensity. No other 
such guide had b:en examined so broadly by the 



industry concerned. The degree ci final ^msensus 
was i^ch that the guide was di^ritmted to member 
institutions by NACUBO, in August, 1973, for 
their reference until tltt pi^nt ch^>ters ccnikl te 
made re^Kly for publicati<»i. 

Certain relationships must be understocxl, 
however. 

First, the AICPA guicfe is controllii^ tmly u(^n 
tite certifi^ public K^untant wto, performing 
an audit at a O)!^^ or university, wishes to gi^^ 
an unquallHed qHnion« Tl^ AICPA canmn require 
an in^itution to confonn to practkes prescril^ 
by thegukle. 

&ccmd^ the cha{»ers that comprise Part S of 
Ci^iicge and Uni verity Business Admnisiraiion 
were prepared by perscms pnrfessionally invol\'ed 
in finaiKtal managenn^nt in higher edition for 
use ami rcfercmre by alt colleges and universities. 
They stand as rcccmmiendatiims tased on wide 
consensus. No institution is comfKlied to confonn 
to patterns of finaiKial accounting ami reporting 
herein rwcmimended, but instit ittof^ that do so 
wilt be followif^ guickfines strmgty supported by 
professional judgment. NACUBO hopes and ex- 
pects that most institutions will so ccmform, and 
that state and c^hcr agencies will incorporate these 
recommenuaticnis, as many have in the p^st, into 
their regulations on ftnar^iat management in higt^r 
education. 
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Fundamental Concepts of Financial 
Accounting and Reporting 



AMONG THE OBJECTIVES of acoouitdiig, whetli^ 
L for a ccnnii^icial enterprise a ccdkge or 
univcr&ity, is tl^ providing informatkaii to as^ 
(1) managen^t in tiie effectiw alk»iti(Hi ami 
use oi rescMirces ai^ (2) tl^ g^ral puU^ in- 
veoc^ er^tors, and others in evahiatii^ the 
effcctivei^ss erf mBnagement in ^fewi^ oiganiza- 
tii»idl <d>^ctives. The nature of the organization^ 
its resources, ami ob^ctives all serve to infiuo^ 
tte form aiui process 1^ whidi tte aoccmntt^ is 
acccmiii^shed md informaticm report^ 

pn>^t(^nant cAjective of a ocmm^rda! en* 
teiprise is fo ii^rease ti^ ecc^Mmic sv&Mi of those 
w1k> provkte r^our^ to finai^ its opera^oi^. 
These resources are intemled to prodi^ revent^ 
that XKA only repl^ the resmifces oMmim^ but 
pfifvkie, in additi<m, tl^ profit margin for the in* 
vcstor. Tte c^jMtive erf a «>Itege or univer^ty is 
to provi^ services that fulfill societal i^ds with- 
out regard for financial gain. l%us ^^(nirces are 
Citnsumed to attain ^rvive c4>^tsve$ ratl^r than 
to make a profit. To provicte its sen4^ a cdl^ 
or university must rantinually obtBin new 
retiources. 

In spite erf this tesk differerce, bc^ types erf 
organizations mu^ cm^m tl^selves with the 
proper ami effective use d Karce resenirces ami 
employ «nmnon, generally accepted ^^Hintix^ 
I»rinciples amJ practices to ^st hi this mis^on. 
As a result erf the efifferei^, Inn^ver, ttere are 
also s(m^ a^nmtsng primiples and pr^k» em* 
pk^ed by a)ll^^ ami universities diat are unique. 
I^^rtures from ^Hnn^rcial pr^t^ are (1) 
fuml uxountiii^ (2) form and omtent erf tasic 
finai^ial staten^nts, (3) ^>|riication <rf m^crual 
accounting, (4) accenmtii^ for ekpredaticm, (S) 



ftcccmmii^fi^im^nttt^aml (6) wooontfaig 
imtitutte8» equaled by rd^iois gnnq^. 

In tte ocmm^rdal enteri^ise it can be stated as 
a gei^falizatiea thia the two souren <rf 

resemrcra are tlK cqritel inve^i^ of tte owneiB 
and tte ftow erf revem^ r^ubii% torn goods 
produ^ orservkesremtereeLTteim^e)b^ctiw 
serves as a r^ulator of managcmCTt mid permits 
a h^ e^ree erf &ii3dl^ in tlK of resources. 
Tte emplm^ tt^ in tto accounth^ and repent- 
ii^ fffottss b em tte nmtda^g erf with 
revraues to (tetemuitt iKt iii»»» 

Since ^rvk«, m wlikh resentrces are oonsum^ 
is tte ob^^ve erf tte orite^ or university, tte 
axountii^ and reporting pmcm nmt adelre^ it- 
self to i^cnmtii^ for r^mroes recdved ami used 
rather tlmn to ti^ ekterminatiem erf tsn incemse. 

While char^ for servtees are nmefe, swh as 
tultiem e>r fe^ there freqi^tfy is no eSre^ rete- 
tkmdup bettK^en smA clmiges ami Ktod esqiemli- 
tuies fe>r pn^^ms. Tuitiem ami fees cdtected 
erally are intended to represent oafy a |M^tiem erf 
tl^ tertal resour^ i^eefe erf tte in^tution, 
so^ty ha& dmen to share in the «mts erf h^ter 
eeh^atiem by omtributkms and <Mher means* 
Tl»refe>re, a variety erf sources erf finai^ «ip- 
have en^rged to as^ in satisfy!^ t^ re- 
senirce i^eek erf &41^^ bxA laiivem^^ In tl^ 
absem^ ot the pnrfit elrai^ as a omtrcd etevke, 
many erf the fimdii^ semroes exer^ contn^ by 
stifMiiating tlte {nirposes whids r^c»irces pro- 
vieied to managen^nt can be utilize. Thus for ce^ 
leges ami univeratks there k »ktei to the above 
e>b^tiws erf Kcenintif^ the need for aetequate elis- 
cle>sure erf the stewarddi^ erf resemr^ to accord- 
ance with the wisl^s erf tiie fimdit^ sources. 
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Fund Accounting 

To satisfy the requirement to a^unt propcriy 
for tt^ diversity of resources and their use« ti^ 
prindpies ami pr^ices of "tund accounting'' are 
emptcyed. Within this a»Kcpt« there have evdved 
certain priiKiples irf cias&ifkatson ami presentation 
of ^rcounting data as wei! as standard terniinok>gy 
for institutions d higher edi^tion. 

Fund accounting is the manner of organizing 
and managing tl^ ^^rounting by which rescnirees 
for \ark:)us purposes are classified for finam:ial 
accounting and refK)rting purposes in accordaiKC 
with activities or objectives as specified by ik>mM^ 
with regulations, restrictions or limitations im- 
posed by sources outside the institutimi, or with 
directi<His issued by tl^ governing b<^. In tiiis 
respect, a clear distinction t^tween funds which 
arc externally restricted and those which ait! in- 
ternally designated by xtion of the governing 
board should be maintained in the counts ami 
disclosed in the financial reports. 

A fund is an accounting entity with a ^If- 
balancing set of accounts consisting of assets, lia- 
bilities, and a fund balance. Separate aconints are 
maintained for each fund to insure observaiHze cf 
limitations and restrictions placed on use of re- 
sources. For reporting purposes, however, fumis 
of similar characteristics are comt»ned into fund 
groups. The fuiul groups generally fouiKl in an 
educational institution are as follows: 
Current fuiuis 
Loan funds 

Endowment and similar funds 

Annuity and life inccnne funds 

Plant funds 

Agency funds 
In addition to the foregoing fund groups, there 
can be additional fund groups unique to particular 
institutions, such as employcfe retirement funds, 
which should be accounted for separately, and re- 
ported in the annual financial statement. 

Since each fund group is considered as a ^p- 
arate entity, there are numercHis transactions 
among the fund groups, which must recognize this 
entity concept. When the movement of funds from 
one group to another is intemfed to be permanent^ 
it should be recorded as an outright tmnsfer be- 
tween the fund cntitic>». However, when th^ move- 
n^nt is intended to be temporary, with repi;yment 
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contemplated within a reasonable period oi time 
to tin: contributii^ fund group, Uie tran^ictiCHi 
should be recorded as an interfuml borrowing. 
Such borrowii^s ^KHild be refKjrted as ^^ts (rf 
the fund groups making the ^van^ aiul as lia- 
bilities tte fuiKi grmj^ re^ivmg tl^ mivaiKes. 

In scMse ii^tai^s, l^al provi^ms and govern* 
ment regulaticms f^rtainii^ to rartam funds may 
require araoundi^ ami r^rting pmct^ that 
differ trcm gei^nUly Bccejp^ acc<Hmtii% ptio- 
ciples. It is recc^iz^ ^t in these instant such 
legal and regidatoiy prov^ms must take piece- 
denw. However, si^ resteietimK do mrt obviate 
the need for adhering to generally anepted ac- 
counting principles fcH* the (mipose of reporting 
fmaiKial position, changes in fiiiKi telai^es, and 
oirrent funds revenues, exj^nditur^ ami otter 
changes. 

Basic Financial Statements 

Colleges and imiver^tfes generally utilize three 
tmsic stat^nents: a balai^ sl^t, a stateiKnt of 
changes in fund l^la^s, and a statement erf cur- 
rent funds revenues, expenditures, and other 
changes. 

The telanee sheet presents a series of fund 
groups, with e^h group havii% its own self- 
tmlai^ing assets, liabilitks, ami fuml l^lances. 

The statement d changes in fund balan^ por^ 
tiays all the activity that changed tin: fund balances 
q( the fund groups between the preening ami the 
current l^ai^ steet dates. This statement in- 
cludes all a(kiitk)ns to, d^uctkms frc»n, and 
transfers among the fuml groups. 

The statement of current funds revenues, ex- 
penditures, and other changes supptemcnts and 
presents in detail some at the information pre- 
sented in summary form in tl^ current funds sec- 
tion of the statement of changes in fuml balances. 
It does not purport to match expenses with reve- 
nues to derive a net mccnne — ratl^r, it presents in 
detail tt^ current fumls revenues by source, tt^ 
current funds expemlitures by function, and other 
changes in cuirent fund balances. Also, it does not 
report the total revenue and exi^nditure activity 
of ti^ instituticMi, \mt oiAy that related to current 
fuiKls. The refK>rting obja:tives achieved by this 
statement may be accomplished in other ways (see 
Chapter 5:5), 
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The emphasis in these b;^ finamHal statements 
is cm tl^ status oS funds ami (m the fkm of re- 
sources thnnigh tt^ fu^ entities In acktitkm« an 
oveniew ot the finai^ial q>erations cd the iiKtittt* 
tiOT is proviited. CcHi^ration might be pwn to 
supplementary sci^ules that ccHntmie nmifinan- 
cial with finai^ial informaticm to a^ist in further 
evaluating the ^vity, adueven^nts, aiKl overall 
c^ratbns erf the ii^ution. 

Accrual Accounting 

The accounts shmild be maintaii»d ami rq}orts 
prepared <m tte menial basis oi ^cimntiag. Reve* 
mies stHHild be reported wten ean^ ami e^q^mli- 
tur^ wten materials or serv^ are receiv^. In- 
clined in expemiitures are (1) aU eaqienKs 
iiMirrcd, ctetermii^ in accordaiKe with ^f^raUy 
ttttpted accounting {mKij^ except for tt^ 
9km of depredation, and (2) expendhures for the 
acqui^ticm ct capital a^ets, to tt^ extern 
{^mted. Expense incurred at tl^ t^aim she^ 
date dKHiU 1^ lu^rued and expenses a^^dkat^ b 
future periods should be <teferr^. However, 
tain deferrals ami ^ruals, sixh as investor 
iterate ami interest on stmtent loans, often are 
omitt^. Nevertheless, the cmly b^ for their 
cwiisston stouid be that the (msissk^ does nxA have 
a material eflfect on tl^ finai^ial ^atements* Reve* 
nues and expenditures d an acaitemk term th^ 
encom{^sses parts of two fiscal yeai^ swh as a 
sumn^r se^m, should be reported totelly within 
the fiscal j^ar in whkh the {m^ram is pr^fanni- 
nantly a>miucted. 

of the pr>cti^ which »ippleroeM ^nial 
accenting is that oi re^mling eimmibrances. An 
encumbrance represents an obligation iKurr^ in 
the form of an onfer« contr^t or similar onnmit- 
fl^nt on which liatHlities will be reosgnized wl^ 
g(H>ds are ctelivered or services renders! It eitfab- 
lishes a claim s^ainst a j^rtkular fuml 1^1^^ hi 
anticipation of a future expemtiture. 

Encumbramrcs, representing imtAamU^ pur- 
chase orders and mher ccmmiltn^nts for nmterials 
or servkes not r^v^ as erf tl^ rejmling date, 
should i^ither be reiK>rted as exf^mlitures m>r be 
ii^hided as liabilitks in the telanoe sl^t. Iksi^ia* 
tions or allocatiims of fuml balames in tl^ finaittial 
statements or disclosure !n the notes to tte finan- 
cial statements should ma^ wt^n »ich ommit- 



ments are material in amoimt Failure to disck^ 
ths distii^ti<m betwera liaMities ai»S encum- 
braiKes could resuh in tlte {Kt^iteticm erf mis- 
kiKlii^ infmnution. 

Accounting forDep&eoation 

I^redadcm expenw related to as^ ora^Hls- 
ing the physkal pJant s reported neither in the 
staten^t ^ oirrent fumte rewni^ exp^Klitures, 
and cttl^r changes iKir in tiie current fitmis ^ctira 
of tl^ statonent oi duu^ in tm^ halai^es. Tl» 
leasmi for this tre^nmtt is that <rf the {nimary 
reportii^ obje^ives erf colkge ami university ao- 
countii^ is to (fisdose re^mrc^ received ami ex- 
pemtol mther than Irccmse rra&sed. Thus 
capital asset a^isiticms fiimnc^ frtm current 
funds are ref^nied as expemiitures <rf that group 
in the year erf i^ui^iem. 

That depre^rtkm b mrt r^cmM hi tte rarrem 
funds does ncK preducte use of expired cafrital 
cost date in evahia^ petfonsaiM tsd n^Stis^ 
mai^gemem eteci^cms cm a vartety erf operatii^ 
a^vities. Ateo, for {wrpmra erf ^^n^K {mwa- 
taticm, <^>redatiem alki^raiKe nMiy be rq^^ted in 
the balance sheet and the provi^on fm e^Kecia- 
tiem reported in the ^temem erf cbaasss in tiie 
telai^ erf Inmta^ fai ^mt sid^rcHip erf 
ti^ Ram Funds grenip. 

In the Emie^vs^at ami ^nilar FumlsgnHq), ele- 
predation should be proviel^ on ctepredable a^ts 
heki as in^^^n^ts in onfer to n^imain tte e&- 
ti^iem betin^ai prii^Kd and h»oii» in iho» 
foiKis. 

AextHiNiWG PCHt Investment 

Investments purchased usually are reported at 
ce^ ami hivestn^nts received bm gifts usually are 
reported at the fair market or appraised value at 
tl^ elate erf gift. As a permissibte alternative, in* 
vestn^nte may be re|XHted at oirrent market en* 
fmr value, pnnided this imk is u^ feir all invest* 
n^nts in all funds, Wten u^ this alternative, un- 
realize gains and losses dHHild be report^ m 
the same mam^r as realized gains and h^ses umfer 
the ceist basis. 

Interfund sales erf investn^ts riiemld be re* 
by ibe purctesh^ fiim! at foir market eH* 
a{^lsed valt^ at d^e erf sate. Tte dif?erenMs 
between carrying vahie and fair roari^ or op- 
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praised v^ue shouki be accounted for in the sell- 
ing fumi as realized gam and los^. 

Investn^ts oi the vaiioia fumls may be p<xkd 
unless prohibited by statute or by terms of the 
gifts. Pn^r determinatum ai equities ami the 
bam of ii^rane di^ritMtko slrould be macte 
utilizing current mark^ vahies on a share or unit 
plan. This determination can he made throt^ ibe 
use of memorandum records ami does not require 
the recordii^ ai each inve^n^ at current market 
value in die accounts. 

Accounting for Instttutions 
Operated by Relkuous Giukjps 

Accounting ami re{Mrtii^ rerards <rf an institu- 
tion siKHikl adequately segregated frmn tlK 
rensds oi the sfKmsormg religious grcmp so that 
tiK edt^Ucmal entity is m fa^ Kcount^ foe as 
a separate entity. Facilities made available to the 
educational entity by tlu religicNis group dKNikt 
be disclosed in the finaiM:ial reports together with 
any related iiKkbtediK^ 

The monetary vali^ of services contributed by 
members (rf tlK religious group slKHikl be r^rd«l 
in the ^xounts and reported in the finaiKial state- 
ments. The gross value (rf siKh serv^ ^KNiki be 
determined by relating tl%m to equivalent salaries 
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ami wages for similariy ranked perram^l at the 
same or similar in^tuticH», uKltKihig ti» m)nnal 
staff beiMfits siKh as gnwp hmuiaiKe ami retire- 
ment proviskun. 

The amounts so determined should be recorded 
as expenditure by department or divisia}, follow^ 
ihg the same classification as other expemfitures, 
ami a like anxmnt dKniki be r^ord^l as gift reve- 
mie. The gift revenue shcmU be reduced by the 
anKNim of maintenance, living costs, and personal 
expenses incurred, which are related to the con- 
tributing per«»i^ aiKi have no countei|»rt in a 
lay anptoyee relatk»^i^. 

In some cases, checks are drawn to the religious 
group and charged to expenditure accounts in the 
same manner as payn^ checks. The reUgious 
&msp tten nukes a omtribottmi to tl^ hi^itution, 
wh^ records it as a gift. The determfaiation of the 
contribution wouU rest with the religious group, 
siiwe the latter is a ^parate entity. 

In sc»ne cases tWse mstitutions inform the 
re^r oi tl» ftnaiKial refum as to the relative 
vali^ of s(^ contributed servkes by ctmiparison 
with the average return on emk>wn^ fund invest- 
ment. StKh inf(»mati(m slumki be limited to the 
notes to tl^ finaiKiiJ statcnwnts, ami the imputed 
capitalized value of such contributions shouki not 
be reflected in the tmlai^ ^^t. 
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Current Funds 



THE CURRENT FUNM giXHip inciudes thosc eco- 
m>mic resources of a college or university 
which arc expcndat^ for the i^irpose o( perform- 
ing the primary misskms oi the in^itution — in- 
St ruction, research, and public service — and which 
are ikh restrfeted by exteitml sources or de^goated 
by the govemii^ board for cHher than c^)eratii^ 
purposes. The term ""curreot"" nurans that the re- 
sources will be expemk^ in the near tenn and 
that t}^ will be used for (grating |Hir{K^s. 
Tl^ Current Fumis group has two Imk sub- 
C^,^"^^ groups — unrestrteted oi^ re^rkt^. Unre^rtet^ 
current funds incliuk all fumis rcceiwd fcM* which 
no stipulation was nm<k by the doax or crther 
external agency as to tte purposes for whkh tficy 
stould be expcmted. Restricted oirrent funds arc 
those available for ftnaiKing operatkms Init whtoh 
are limited by doim^ ami other external ageitties 
to specific purposes* programs, departments, or 
schools. Externally im|;K>sed re^riettons are to be 
contrasted with internal desig iations imposed by 
the governing board on unrestiicted fumis. Internal 
(fcsignations do not create restricted fumis, inas* 
much as the removal erf the (fesignaticm remains at 
the discretion of the governing bc^rd. 

The distlnciion between unrestricted ami re- 
^rtcted funds is maintained through tl^ use <rf 
scfKirately balanced groups ^counts in order 
to provi(^ ac^tablc reporting of stewardship to 
donors and other external ageTCies. This distiiK- 
tion also emphasizes to governing boards and other 
sources of ^nancial support tt^ various kinds of 
rescHirces of tl^ Current Fumis group that ate 
avaiiabto to meet tl^ Institutim's ob^ives. 

Separate accounting cntitkrs may Ik: providrd 
for auxiliary enterprises, hospitals, ami indepemi- 
cm q:vratitms in eitter tl^ Unrestricted Current 
Fumis or Restricted Cura^nt Funds sul^roup or 
ixAh, as appropriate. 



AffiETs, UabiutieSp and Fund Balances 
OF Current Funds * 

Assets usually c<msist of ca^ a^xcmnts receiv- 
able, if^iiKling unbilted charges, m^ receivabk, 
undrawn ai^rq^riadcmsy investn^itSt amcMmts di^ 
fn»n ofhsr fiuKl ^vntps, inventortes, imi»d ex<- 
penses, and defend chaii^ ''UniHited chaises'" are 
tfH>sewhteh have t^cn earned but wMeh, b^useof 
inmkquate informatkM), in^wiplete proje^ or pro- 
grams, or the timing id the bilUi^ cycte, have ikk 
been formally billed at the balance sheet date. 
**Undrawn appn^riatims'' &iie those to whkh tlH! 
institution is entitled, tHit which have not been 
remitted or made available to tte h^tuticNi by tl^ 
^[^Hx>priating federal, ^te, or local a^ncy. 
felted charges'* are expemiitures that are rekUed 
to projects, programs, activities, or revenues of 
future fiscal periods. 

Liabilities usually eonst^ oi a^mnts and mttes 
{^yabte, accriH^d liabilities, cteposi^ amounts dt^ 
to oit^r fuml groupie Lml deferred ovdits. Accrued 
liabilities iiKlude such items as interest, wages, 
salaries, and taxes. IMerred credits are tl^ reve- 
nues of unrestricted current fumis that arc applk- 
aWe to a future period, when tt^ become earned, 

Tl^ individual a^ts ami liaUlities, but not the 
fund balai^es, of unrestrkted aiKi re^ricted cur- 
rent funds are smnetimes omitHimi for rejKHtii^ 
purposes, but if they are combined, the borrowings 
between unrestricted and rcstri^ed funds should 
1^ disclo^ by focMnme or ml^r afi^rc^riate 
means. 

Tl^ fuml balames may be subdi^^ted to ^low 
allocatk)ns af^lkaUe to auxiliary enterprises, 
hospitals, imiepemknt oper^knis, outstanding en* 
cumbr^tOTS, other alloc^tkms c^rating man- 
^ment or by t)^ govenung bc^, biKiget Iml- 
amcs brought forward from prior fiscal periods, 
and the unalkiated l^lai^. 
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Changes in the t»lances of uniestiicted current 
funds include the gross amount of ail unrestricted 
revenues and expenditures applicabte to the re- 
porting period, as determined in acomiance wit'i 
tl^ accrual basis of accounting, and tranters to 
and from other fund groups for the period. Signifi- 
cant allocations of unrestricted current fund bal- 
ances 8t^\d be disclf»ed. 

The fund cUances of restricted current funds 
should be classm^ in the accounting system to 
show the various chisses and sources of ftmds and 
purposes of restriction. Such restrictiims often re- 
late to the use (rf emtown^f fund iiK(»iK: ^fts, 
grants, ami ojntiacts fnm i^ivate aad gsxwro' 
mental sources; ami le^siative apprc^riatkms. 
Further break(k)wn& may be provif^ to sIkkv 
anKMnts restricted to auxiliary enterprises, hos- 
pitals, aiKl independent operations, if such activi- 
ties are the beneficiaries of restricted current fiLxls. 

Additions to fund balances of restrkted current 
fumls arise fnan the sources md^ted m the pre- 
ceding paragraph. Deduction from restricted fund 
iMUan^ result fnun: 

1. Direct exjKnditures and maiKlatoiy transfers. 

2. Refunds to donors and other external 
agencies. 

3. AnKHsnts transferred to unrestrbted revenues 
representing iniirect cost recoveries on ap- 
propriate programs. 

4. N^mmandatory tran^rs. 

Current Funds Revenues 

Current Amds revenues indiule (1) all onie- 
stTKted gifts, grants, and other resources ean^ 
(hiring the reporting period and (2) r^tr^ed re- 
sources to the extent that such funds were ex- 
penctel. Current fui^ re%«mies do iKK ii^Kb 
restiwted current fumis receive tnit expemted 
or resources that are re^kted estenial persmis 
or ageiKtes to other than currem fumls. 

Intentef^rm^ntal transacticms betw^ servke 

departments and storenx»as and other institutional 
(kparti^ts or <^f^ shouki ma be refxtft^f as 
revenues of the service (tepartments but rather as 
r«ducti<ms oi expet^tatm soch <ki»rtmei^ 
the» transactions are essentially kitenfe]^. 
mental transfers of costs. The bUIcd price of serv- 
kes aiul materials <ri>taii^ frrai servte (tepart- 



ments and central stores by offices and departments 
(d the institutitm should be Mcinmt^ for as ex- 
penditures of those o^res and (kpaitmcnts, just 
as if they had been {^iiKd fnm sources out»de 
the instituti<m. Any diflcrence between costs and 
billed prices as recorded in ibe service department 
account, wbetlKr rredit or del^ stKm^ be re- 
ported under the Institutional Suppon expendi- 
tures classificatioo. 

Certam intraii^tutional transactiOTs, however, 
should be re&cted in the q»erttii^ statements of 
the in^tution as revenm and expenditures. 
Materials or services produ^ by an in^ructional 
(kpartmott as a by-produ^ d tte faistmctional 
prt^ram aad ^jid to (Ml^r <^KUtsiKnte or to aux- 
iliary enterprises or hospitals — for example, milk 
ixM by the dairy <k{»rteKm to tlK dinhig lulls— 
should be treated as sales and »;rv!ces revenues of 
the selling department and as expenditures of the 
receiving dcj^rtment. Sales ami %rvic» erf aux- 
iliary enterprl^ to otlKr ttepard^m— lor ex- 
ample, catering by the food servkes (kpartment 
in tlte oitertainiMnt oi mstitutknml gu^ aiK! 
sales by the coll^ state to iimn^i<»al (kfmit- 
nKnts — shcMikl treats as sales and ser .^^ 
roveniKs ol *he re^»ctive auxiUaiy enterprises 
and as expenditures of the unit reviving the serv- 
ices or materials. 

Unresteicted and restrkted current ftiiKls re^ 
ntws slKHikl be groui^ bito tl» f<dkywiQg majcMr 
d^ificatkia 1^ scNuoe of fuiHls: 

Tuitkm a«i Fe^ 

Federal Apprc^ri^icms 

State Appn^atkms 

Local Appropriatbns 

Fokral Grants anl CcHitrKts 

State Grants and Ccmtr^ 

Local Grants and Contracts 

Private Gifts, Grants, and Ctmtiacts 

Endowment Imrome 

Saks and Servi^ <tf EAicatkaial A^ivities 

Saks and Servkes <rf Auxilkry Enterprises 

Saks ai»i Servkes erf H(S{rital8 

Other Sources, including expired term endow- 
mems mul expired life i/^ome agreements, if 
not material; otherwise, sefNowe caie&jry 

InckpeiKknt (^ra^»s 
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Tuiium and t ees 

This category shoulU inciikic uti Utinon and fees 
asiscssed against students (net ctf refunds) for edu- 
cational pur{>uses« Tuition and fees ^uid \^ re- 
corded as revenue even tiKHigh there is no inten- 
tiim of collection from the stiKknt. anKuints 
of such remissions or waivers shouM be recorded 
as expenditures ami classify as Scholarships ami 
Fellowshtps or as staff bei^fit. associated with the 
appropriate expemliture category to which the 
personnel relate. 

When specific fees are assess under bimiing 
external restrictions for other than cunvnt operat- 
ing purposes — for example, debt service on edu** 
catkma! plant or on renewals, rr^oiaccments, or 
additions to plant — they should be re{x>rted as 
additions to the appropriate fund group (in tt» 
above example, plant funds), since they are not 
legally available for current operating purposes. 
Fees normally are not considered as asscs^ under 
binding external restrictions unless there is an ex- 
plicit representaticHi to the individuals remttti 
t!^ fees that the fee or a sfNxitic portion thereof 
can be used only for the specific nonoperating 
purpose. 

If some portion of total tuition or fee receipts is 
p* dged under bond indenture agreements, the 
i^tal ax'cipts should be rcfK)rted as unrestricted 
current funds revenues and the pledged anH)unt 
treated as a mandatory transfer to plant funds. 

If «»onic portion of tuition or fees is allocated by 
action of the governing board, or subject to change 
by governing board alor^, for other than 
operating purposes, such as financing construction, 
• the whole of the tuition charg^-^orjees ^ibould 
recorded as unrestricted current funds revenues 
and the portion allcxrated should be treated as a 
nonmandatory transfer to the appropriate fund 
group (in the above cxamnk* plant funds). 

Revenues pledged UhJcr bond indenture agree- 
ments shouki not be reported as adifitions to plant 
ii;ivds, but should be reported as unrestricted cur- 
ren* fundn rcv- nues, and funding of debt service 
rcqukrcmentN i^vd us mandatory transfe/s. 

If an ;?"-i?'crj>ive charge is made for tuition, 
board, rwm. rnd other services, a reaMmable dis- 
tribution shouid be made l^'tween revenues for 
tuition am! revenues for sales and s/rvices of aux- 
iliary enterprises. 



Revenues from tuition and stinfent fees of an 
acaikmtc term that crKompasses two fiscal years — 
for example, a summer se^uon — should be rc- 
pori%.tl toiidiy wi(?iin the fiscal year in whkh tte 
program is pr^minantly conduct^. 

If tuition or fees are remitted to the state as an 
offset to the state apprc^riation, the UAsX of such 
tuition or fees should be d^i^tcd frcnn the t(^I 
for state appropriations and mkled to tf^ for 
tuition and f^s. 

Govenvneniai Appropriations 

This category iiKludes (I) all unrestricted 
amcHints received for cuxrent (^raticms frcmi^ or 
m^e available to an insthutiiNi t^, togidative acts 
or local taxing authority and (2) restricted 
amounts frrai those same urces lo the extent 
expended for current iions. This oitegory 
does not include governmental grants and con- 
tracts. AmcKints f^d directly into a state or local 
retia'ment system by the appropriating government 
on behalf of the o^Uege or university shouM be 
reccnted as revenue the institution. This cate- 
gory diX7s not Include instituticHuil fees and other 
if^ome reappropriate«i by le^slature to the 
institution* 

The determination of whether a particular gov- 
ernment appropriation should be classified as rc- 
stri'^ted or unrestricted funds is l^sed on the ability 
of tiiC governing iHHird of tl^ institution to effect a 
change in the intended use of the funds. If a change 
in a particular restriction can be made with<Hit 
having to go through the legislative process, tf^ 
funds should be considered unrestricted. Funds 
ar^ lUirestric^d even if they are distributed lo the 
instiiution for pyr}K>ses specified by an intermedi- 
ate group, such as the governing bc^rd. In this 
case, if a change in the use of fumis nci^ds to be 
made* it can be made by the intermediate bcxiy 
without going thri>ugh the lepslative process; the 
funds therefore wouM iK unrestricted. Such appro- 
priations slK)uld be considered unrestrteted funds 
unless the restrictions are ^ specify that they st^b- 
sfantiaiiy ri*duce the institution's flexibility in 
financial i^perations. Appropriations in terms of 
major object classes iir lo colleges and branch in- 
stitutions should Ih; classified as unrestricted cur- 
rent funds. 

Governmental appropriations should be classi- 
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tied to identify the govommcntai level— fetlcral, 
slate, or local— of the legislative body making the 
appropriation to the institution. The fundor level 
is the level of the agent that makes the decision 
that the moneys will be appropriated to the par- 
ticular purpose for which they ultimately arc ex- 
pended. For example, if the federal government 
stipulates a speciHc use for some funds that merely 
flow through the state to the institution, the funds 
should be classified as federal funds. However, if 
the federal government distributes funds to the 
srate for unspecified general purpo»;s— for ex- 
ample, general revenue sharing— and the state then 
appropriates all or a portion of those fumls, the 
funds received by the institution should be classi- 
fied as state rather than federal funds. 

Governmental Grants md Contracts 

This category includes (I) all unrestricted 
amounts received or made available by grants ami 
contracts from governmental agencies for current 
operations and < 2 ) all amounts received or made 
available through restricted grants and contracts 
to the extent expended for current operations. 

Amounts equal to direct costs incurred by re- 
stricted current funds should be recorded as reve- 
nues of those funds, while amounts equal to asso- 
ciated indirect cost recoveries should be reported 
as unrestricted current funds revenues. 

The government fundor level should be dis- 
ek>scd using the same criterion described for gov- 
ernmental appropriations. 

Prix ate Ciffs, Grants, ami Contracts 

This category includes amounts from nongovern- 
mental organizations and individuals, including 
funds resulting from contracting for the furnishing 
of g«Hls and services of an instructional, research, 
or public service nature. It iiKludes all unrestricted 
gifts, grants, and bequests as well as all restricted 
gifts, grant-s, and contracts from nongovernmental 
sourees to the extent expended in the current fiscal 
year for current operations. Gifts, grants, and con- 
tracts from foreign governments should be treated 
as private gifts, grants, and contracts. Income from 
funds held in a'vocable trusts or distributable at 
the direction of the trustees of the trusts should 
be reported as a separate revenue souree under this 
classification. This category excludes revenues 
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derived from contracts and <«her activities, such 
as utility services, that are not related directly to 
instruction, research, or puWic service. 

Amounts equal to the direct costs iiKurred by 
restricted current funds should be reported as 
revenues of those funds, while amounts equal to 
the associated indirect cost recoveries should be 
recorded as unrestricted current funds revenues. 

Endowment Income 
This category inclu^: 

1. Unrestricted iiKome fr«n endowment and 
similar fuiuk 

2. Restricted in<»mc from endowment and 
similar fumls to the extent expemk*d for cur- 
rent 0{xraticns. 

3. income from fumJs held by others under iirc- 
v«:abic dusts, which shcHild be identified 
separately under this revenue heading. 

The unrestricted income from investments of 
endowment and similar funds credited to unre- 
stricted current funds revenues should be the total 
ordinary income earned (or yield), except for in- 
come that must be added back to the principal in 
accordance with the tenns of the agreement of 
donation. If endowment fund investments include 
real estate, the income should Ik- reported <jn a net 
basis afu-r allowing for ail costs of operating and 
managing the properties. 

IiK^me from investments <rf ciuiowment and 
similar funds does not include capital gains and 
losses. siiK» such gains ami losses are accounted 
for in the Endowment and Similar Funds group as 
additions to and deductions from fund balaiKvs. If 
any portion of- tlic gains of endoailWnf or quasi- 
endowmcnt funds is utilized for current operating 
purpiwies the portion so utilized shtiukl be rcfwrted 
as a transfer rather than as revenue (see Chanter 
5:3). 

Whi-n investments of endowment and similar 
funds are pooted, the amounts re^rted as reve- 
nues of unrestricted current funds and as ; /klilions 
to restricted current funds should be substantially 
equal to the amounts earned during the fiscal 
period and attributable to the various funds. 

Many institutions have established endowment 
income stabilization reserves to spread or allocate 
current inve, ".nt income. Two methtsls have 
been followed in establishing such reserves. 
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Under one mctlKxi, a portion of the total rwt- 
nuc from the investment pool is not allocated to the 
parttcij^ting fumJs, but is set aside in a stalnii^ 
tion rcfierve; the balance of the investment {kmI 
revenue is distributed to the participating fiu^s. 
This methcd is ncA in a^)rdancc with generally 
accepted accounting principles for the following 
reasons: 

1. The telance in the statnlizatlon reserve may 
represent undistribut^ ii»Hi^ attributable 
to both restricted and unrestricted current 
fuiuis. Thus the balanw in the reserve cannot 
be reported ^urately in the ftnai^al 
statements. 

2. To the extent any of the undi^rilnitcKi in- 
come earned during the fiscal year is attribut- 
able to unrestrkted current funds, an un<kr- 
statement of revenues of unrestrkted current 
funcb will occur. 

3. Questions might arise as to the authority of 
the governing hmrd to withhold amounts of 
income attributable to, but not distributed to, 
restricted current funds. 

Institutions carrying tedances in enik)wment 
income stabilization reserves ca*ated under this 
method should dis{K>se of tlwm as appropriate. 

TIk second method, which conforms to gener- 
ally accepted accounting principles, would dis- 
tribute all incOTie from the pools to the i^rtic^at- 
ing funds. The amount applkable to unrestricted 
current funds would be rc{K)rted as endowment 
income. Any r.mounts set aside for a stabliization 
leserve should be shown as an allocation of the 
ufia^stricted ci;rrent funds balance and appropri- 
ately rcfkcTvd in the balance sheet as a Nubdiviskm 
of that balance. Amounts applicable «o restrktcd 
current funds should be reported as an addition to 
those fund balances. The amounts expended from 
such balamres should be shown as revenues of 
endowment income in the restricted current funds. 
Amounts unexpended would remain as balances 
to be carried forward to the next pericKi. 

Sales ami Services of Educational Activities 

This category includes (1) revenues that are 
related incidentally to the cmduct instruction, 
research, and public service and (2) revenues of 
activities that exist to provide an instructional and 
laboratory experience for students and that inci- 



dentally create goods ami servi^ that may sold 
to stuiknts, faculty, staff, ami the ^i^ral public. 
The ty^ d serv^ r^ukn^ takes preccctei^ over 
the form (rf agreeircnt which these serves are 
remkred. Example oi rewnues ctf ^i^ational 
activities are filni rentels, s^es of ^eotiflc and 
literary {Hiblicdti<»is, toting services, ami sales of 
products ami ^rvtces of dairy creameries, food 
techmriogy dividons, poultry farms, and l^th 
clinics (apart from stiKtent health servl^) that 
are not part of a hc^ital. Revenues generated by 
hc^itals (iiKiuding health clinics that are a part 
tf^ieof ) should cla^fl^ as sales and services 
ctf hospitate* 

If sales and servi^s to students, faculty, or staff, 
ratl^r than trainii^ or instructicm, is the pur{K»se 
of an activity, the revenue should be classified as 
sales ami servi^ of auxiliary eitterprises or 
hospitals. 

Sales and Services of A uxiliary Enterprises 

This cate^ry includes all revent^ generated 
through operations auxiliary enterprises. An 
auxiliary enterprise is an entity that exists to 
furnish goods or servi^ to stiKlents, fa'*ulty, or 
staff, ami that charges a fee directly related to, 
although not necessarily equal to, the cost of the 
goods or services. The general puWic incidentally 
may \x served by some auxiliary enterprises. 

Auxiliary enterprises usually include residence 
halls, food services, intercollegiate athletics (if 
essentially self-supporting), collie unions, college 
stores, ami such servi^ as barber shops, l^auty 
parioos and movie theaters. Even though they may 
serve students and faculty, hospitals are classified 
separately tM:ause of tt^ir size and relative finan- 
cial importance. 

This category is limited to revenues derived 
directly from tlw operation of the auxiliary enter- 
prises themselves. Revenues from gifts, grants, Oi 
endowment income restricted for auxiliary enter- 
prises should be reported uiukr tl^ir respective 
source categories. 

Sales and Services of Hospitals 

This category includes revenues (net of dis- 
counts, allowances, and provision for doubtful 
accounts) generated by hospitals from daily 
patient, s{K'eial, and other services. Revenues of 
health clinics that are part uf a hospital should be 
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included in this category. Not included are reve- 
nucJi for reticarch and other spccifk-purpOM: giftfs 
grants or endowment iiKome rcsitricted to the 
hospital. Such funds should be included in the 
appropriate revenue sources described above. 

Other Sources 

This category should irurlude all sources of cur- 
rent funds revenue not included in other classifica- 
tions. Examples arc interxrst income and gains and 
losses on investnu^nts in current funds, miscel- 
laneous rentals and sales, expired tcnn endow- 
ments, and terminated annuity or life income 
agreements, if not material. 

Sote: It is appropriate to subtotal all revenues de- 
scribed above: the subtotal excludes revenues of 
independent operations. 

Transfers jnm Other Funds 

Unrestricted amounts transferred from other 
fund groups back to the Current Funds group arc 
not revenues of the current funds. An example is 
thk return of quasi-endowment funds from the en- 
dowment and similar funds to unrestricted current 
funds. Such amountr. shi>uld be identifscd sepa- 
rately and included in Nonmandatory Transfers 
(see exfvnditure categories). 

Independent Operations 

This category includes ail revenues of those 
operations which are independent of, or unrelated 
to, but which may enhance the primary missions 
of the inslitiuion — Instruction, research, and pub- 
lic service. Included are revenues as5«>ciated with 
major federally funded research latxiratorics and 
other operations not cimsidertd an iniegrai part 
of the institution's educational, auxiliary enter- 
prise, or hospital activities. This category does not 
include the net profit (or loss) from operations 
owned and managed as investments of the institu- 
tion's endowment funds. 

Additions to Flnd Balances 

The term "additions** is in contrast to revenues 
and transfers. Additions are amounts received or 
made available to the restricted current funds dur- 



ing the reporting period as distinguished from the 
amounts of restricted fumls expended during tl^ 
fiscal pericHl, which are reported as rcstrkted fuiKi 
revenues. 

Current Funds Expenditures and Transfers 

Current funds exf^nditurcs represent the costs 
incurred for goods and services used in tlw ccmi- 
duct of the institution*s of^rations. They iinrludc 
the acquisition (^t of capital assets, such as equip- 
ment and library books, to the extent current funds 
are budgetol for and used by opeoiting depart- 
n^nts for such purposes. If the amount erf ending 
inventories or the cort of serviws beiKfiting sub- 
sequent tiscal periods is material ( in terms of effect 
on financial statements), both inventories and 
deferred cliarges should h: recorded as assets and 
previously recorded expenditures appropriately 
decreased. In a subsequent fiscal pericxi these in- 
ventories and deferred charges as consumed should 
be included as expenditures of that period. Signifi- 
cant inventories of materials are usually present 
in central stores. 

A capital asset is defined as any physical re- 
st>urce that benefits a pmgnim for more than one 
year. Capital expenditures therefore' include funds 
expended for land, improvements to land, build- 
ings, improvements and additions to buildings, 
equipment, and library btkjks. Most institutional 
accounting systems provide for recording at least 
a portion of capital exj^nditures in the current 
fund expenditures accounts of the various operating 
- units. Wheriitr an expenditure is to be LOi^idcieU 
a capital exjx'nditure is generally a matter for in- 
stitutional determination, or in the cai«j of some 
public institutions, it is prescribed by state 
regulation. 

The general criteria for defining a capital asset 
are the relative signify jancc of the amount ex- 
pended and the useful life of the asset acquired, 
or in the cas^» of repairs and alterations, the extent 
to which the useful life is extended. For expendi- 
ture reporting purposes, any item costing more 
than a sjKrcified amount, as determiiied by the 
institulicm or appropriate governmental unit, and 
having an expected useful life of more than one 
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year generally ishouUi be classified as a capita! 
cxFKznditure.^ 

Interdepartmental transactions ordinarily should 
be accounted for as an increase in current fund 
expemlttures of the cfepartment receiving the ma- 
teriats, serviras, or capital a^ts and as a <kcrease 
in current fund expeiHiitures of the transferring 
department. Thus, tc^al tn^tutional expenditiues 
are not inflated by the transKtkms. Examples are 
sates and servi^ oi servira departments ami 
central stores and transfers of material and equip- 
ment from one depart mcni to anmher. Any differ- 
emres between the revent^ from sales and servi^ 
and the operating costs of servi^ tkpartments or 
central stores, whether debit or crrdit, are treated 
OS Institutional Suf^rt exf^nditurcs. On tte mher 
hand, sales and servicts of an mixiliary enterprise 
to another department or auxiliary enterpri^, or 
sales of materials prcKiu^ by an instructional de- 
partment to another department or auxiliary enter- 
prise, would be reported as an expenditure of tin; 
department or auxiliary enterprise i^^iving the 
materials or services and as revenue of the dej^rt- 
ment or auxillaiy enterprise selling ti^ materials 
or services. 

Expenditures diHer from transfers. Expenditures 
arc the nxognition of the expeiKling of resour^ 
of the Current Funds grcHip toward the d^jcctives 
of each of the respective funds of that grcHip. 
Transfers are amounts moved between fund groups 
to be used for the c^^tives of the recipient fund 
group. There arc two types oS transfers, mamiatory 
and nonmandatory, which arc fuKy described later 
in this chapter. 

Expenditures and transfers n'ay be classiBed in 
a variety of ways to serve a m nety of pur{K>ses. 
Some of the factors bearing on the dcsi^d classi- 
fication arc: 

1. The context in which appropriations, gifts, 
grants, and other sources of revenue arc 
made to the institution. 

2. The mode best suited for preparing and ex- 
ecuting the budget. 

3. ' he form that best serves the needs for 
fmancsal repv rting. 



4. The presentation that will im{Hxyve the qual- 
ity ctf ccttii^rative sUidies smmig iiistituti(Hi& 
Thus, expeiKiitures ami trat^n may be clas^fied 
in terms (rf pro^an^ functkms, oi]^flizattonal 
units, p&o^te, ami cbjM, elates. 

Qassificatkms by pragiwn dtim OA across 
organizatkmal, fui^icmal, and evra fuml gto^ 
lines am] are u^ful in the plannii^ jmiMsses. The 
functkmd classification pattern — edi^tional and 
general, auxiliary enterprise^ hospitals, independ- 
ent operations, and tl^ subcat^ories—provides 
the greatest ctmifwaUlity data aoKmg in^tu- 
tions. 11^ clas^^tkm by o^amzakHml units 
provictes data mne^Kmdii^ to dianKb of iittira- 
institutional iKlministrative rcspcaiyt^ties* Qassi- 
fteatiOT by projects xrvos to provicte data a)n€- 
spomiing to tte t^ttem in whteh ^fts, grants, ami 
ccmtTKts are utilize by tte institutkHi. Qas^fira- 
ti(Ni by i^bject cUm — that is, ^cording to materials 
or ^pital assets puicha^ or ^rvices received, 
such as personal services, staff benefits, printing 
ami statiomsry, travel, communicatiiKU, food, fuel, 
utilities, repairs, equipment, and library books — 
serves intenial managen^nt 

Published financial reports usually classify ex- 
penditures ami transfers in terms of fut^ion, or- 
ganisational unit, ami object. In that onter. 

It is suggested that tt^ following functional 
classification be fdllowed: 
Educational and General 
Exf^nditures 
Instruction 
Research 
Public Service 
Academic Support 
Student Servian 
Institutional Sup{K>rt 
Operation and Maintenamre of Plant 
Sk:holarshfps and Fellowships 
Mandatory Transfers 
Nonmandatory Tr^sfers 
Auxiliary Enterpri^s 
Exf^nditures 
Mandatory Transfers 
Nonmandatory Transfers 



The Cus! AcciMinling Slandards Board (CASB) hm ^ipiifatcd $500 and a u«rful life of mtKe than two yc:^ni ns Ihc 
threHhold at which items mtist he cofiMdercd capita! a^setfc and Federal Managefnent Circular 73*8 (formeriy OMB 
CtrL-itiar A-2!) defines eauipment qs items having an acqtt!«ution cosi of $2(K) or more and an expected service life of one 
year or more. UiiTercrt limits which arc reasonable and con^stently applied ai^ acceptablr 
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Ho^itals 

Expemiituies 

MaiKlatory Transfers 

NonmaiKlatory Transfers 
Independent Opeiaticns 

Expenditures 

Mamlatory Transfers 

Nonmandatory Transfers 

Educational and Gemnd 

liistruL'tion. This ouegory duniki u^ucte ex- 
penditures for all activities that are part oi an 
institution's instruction program, with tf^ exoep- 
tu>n of expenditures for remedial ami tutorml in* 
stn«;tiiHi« whkh shcHiki be categorized as &iK^t 
&rvices. Exj^miitures for credit and ncH^recfit 
ccmrses, for ac^tenuc, OGCU{^tional, and vocst- 
ti% lal instructicm, and for regular, special, and 
extensk)n sessions should Included. 

Expenditures for de{^rtmental research and pub- 
lic service that are not separately budgeted should 
be included in this classification. This category ex- 
cludes ex{^mlitures for i^^iemtc admini^tion 
when the primary assignment » ^bninistratton — 
for example, ac^lemic deans. However, expendi- 
tures for department chairmen, in whk:h instrtK> 
tim is still an important rok of tte ^iministrator, 
are inducted in this category. 

Research. This category should include all ex- 
penditures for activitks sj^liGally organized to 
produce research outcomes, wl^ther rammi^ioi^ 
by an agency external to the institution or sepa- 
rately budgeted by an wganizational unit within 
the institution. Subject to the^ conditions, it in- 
cludes expenditures for individu^ and/or project 
research as well as those of institutes ami r^earch 
enters. This category does not h^ucte all spon* 
s prc^rams (training grants are an example) 
nor is it necessarily limited to ^)onsored re^arch, 
simrc internally supported research programs, if 
separately budgeted, might be iiKlud^ in this 
category under the circumstances ctescribed above. 
Expenditure for departn^ntal research that ar^ 
separately budgeted sf^ifU^ally for research are 
included In this category. 

Public Service. This category should include 
fMnds exfK^nded for activities that are e^blished 
primarily to provide noninstructional services 
beneficial to individuals and groups external to ti^ 



institution* These »^vitl^ ii^ude community 
service progranu (excli^iii^ msm^ional m;tivities) 
and cooperative extenskm ser^^es. IndiH^ in tl^ 
cat^ory are ccHiferences, institutes, gei^ral ad- 
visory serv^e^ referet^ tmrraus, r^o ai^ tele- 
viricm, ccmsultingf and sknilar nwiimtntctifflial 
^rvkes to i^ut^ibr saum dl tte ocmmiumty* 

Act^iemic Support. This cat^oiy should indiKte 
f uikIs exf^iKted primarily to provide »iiqx>ft serv- 
ices for tl^ institutkm's primary missions — instruc-* 
ti<m, research, ami jmlrite serv^ It ii^iKtes (1) 
ti^ retentbn, pre^rvatkm, ami d^>lay eduot- 
tional materials — for exampk, library museun^ 
and galteries; (2) thd provi^<m of servkes that 
directly assist the acaikmk fui^ons oi tl^ inani- 
tion, such as demoi^tratkrn sc1kx>1s assisted with 
a dejmrtment, ^bool, or coUege <A edwaticm; (3) 
media, such as audiovisual service and tedm^ogy 
such computii^ support; (4) ac^lemic admin- 
istration (includiiig ^^mic deans iHit not de- 
{^rtment chairmen) ami perscmncl developn^nt 
providing administrative support and managen^nt 
direction to the three primaiy mi^icms; ami (5) 
separately budget^ support for course and cur- 
riculum develo{mient For institutions that ciu*- 
rently charge certain <tf the expei^tures — for 
example, computii^ suj^hhI— directly to the vari- 
ous operating units (A the institution, such expen- 
ditures are m>t reflected in this category. 

Student Services. This category should ti^ude 
funds ex{^i^ for of^s of admissKHis and r^is- 
trar ami tin^ ^tivities whose primary puriK^ i» 
to contribute to the stu<tent's emotional and phys- 
ical well-i^ing and to his intellectual, cultural, and 
social develq)ment outside tin" c^mtext of the 
formal instrucn'oa prcgiam. It ii^t^ cxj^ndi- 
turer* for stuiknt activities, cultural events, student 
newspaper, intramural athletics, student organiza- 
tions, intercollegiate athletics (if the program is 
operated as an integral part o! tt» department of 
physical education and not as an essentially self- 
supporting activity), suf^kmental educational serv- 
ices to provide matriculated students whh suppk:- 
mentai instruction outsit of the mninal academic 
pn^ram (a^medial instruction is an example), 
wunseling ami career guidai^ (excluding in- 
formal acadcmtc counseling by the faculty), stu- 
dent aid administration* and student health service 
(if not operated as an essentially self-supiKJrting 
activity). 
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Institutional Support. This category should in- 
cliKk expenditures foi: ( 1 } centra! ex^tive-level 
^vitics concent with maiia^nient and kn^ 
range planning of t!^ enth« iostitQ^m, siKh as 
the govemii^ Ixmrd, planning and progranuning, 
and legal servkes; (2) fi^ c^ratkms, ii^hidirg 
the inwsto^t o^e; (3) ^iministr^e data proc- 
essii^; (4) ^>ace nuui^isent; (5) employee 
personi^l ami recoids; (6) k^istkal levities that 
provkie procurement, storerocmis, safety, security, 
printing, and transpOTtaticm services to the institu- 
tion; (7) support services to faculty and staff that 
are not operated as auxiliary enterfm^; asKi (8) 
activities concerned with community and ahmmi 
relations, imrluding deveio]Hiient and fund rai^. 

Appn^riate allegations of m^tuttmul stti^K>rt 
shcmki be macte to auxiliary enteipii^ bc^tals, 
ami any other activities ncrt reported umler tlK 
Educational ami General l^adii^ dl exj^nditurcs. 

Operation and Maintenam^e of PUmt. This cate- 
gory should is^mle all exi^nditures el currmt 
q>erating funds for tl^ (^ration and maintenai^ 
of physical plant, in all cases net erf amotmts 
chafed to auxiliary enterprises, fu>q>itals, and hi- 
ctepemtent q>erati(ms. It does not ii^iKle ej^y^idi- 
tures made from tl^ institutional plant fund ac- 
counts* It iiKiu<ks aU expenditures for operations 
established to proviite ^rvkes and maintenai^ 
related to grounds and f^Iities. Also imlucted are 
utilities, fire protection, property insurant, ami 
similar items. 

Scholarships and Fellowships. This cat^ory 
should Include expemiitures for ^iK^lar^ps and 
fellowships in the form of outright grants to stu- 
dents selected by the institution and financed from 
current funds, restricted or unrestricted. It also 
siKHild iiH;lude trainee stipends, prizes, and awards, 
except trainee stipends awarded to individuals who 
are not enrolled in formal course woi^, which 
should be charged to instruction, research, or pub- 
i^ service as appropriate. If tl^ institution is given 
custcHly of the funds, but is not allowed to select 
the recipient of the grant — for example, federal 
Basic Educational (^)portunity Grants program or 
ROTC scholarsliips — the funds should be re{H)rted 
in tl^ Agency Fumis group rather than in the Cur- 
rent Fund^ group. The re^'iient of an outright 
grant is not required to perform service to the in- 
stitution as consideration for the grant nor is he 



expected to repay the am<Hmt of the ^nt to tl^ 
furnUi^ source. Wl^n ^rv^ are i^uir^ in 
excha^ for financial asdstai^ as in the fedetal 
College Work-Study Program, the chaiges should 
he classified as exj^nditures of the department or 
o.-iganizati<mal unit to which the servke is ren- 
dered. Aid to stu^nte in tim form of tuiticm or 
fee remissions also should be induct in Uiis 
cat^»y. However, remis»ons ot tuiticm or fees 
granted becau^ <tf faculty or staff ^tiis, or family 
relationship of students to faculty or staff, should 
be r^mied as staff bei^t exi^mlitures in the ^ 
pn^iiate fui^tkml expenditure cate^ny. 

Marulatory Transfers. This category should in- 
clude uansfers frcmi tte Current Funcb gixHip to 
otl^r fund gnHips ari^ (Hit (rf (1) bUidir^ le^ 
agne^nents related to th^ financing of educaticmal 
plant, such as ammints for delM retirement, in- 
terest, and required {divisions for renewals arKl 
repl^menls of plant, not financed from other 
sour^ and (2) grant agreen^nts with ^endes 
of tfK fecteral govemn^t, dotK^is, and c^r 
origanizatioi^ to match gifts and grants to loan and 
otf^r funds. Mamlatoiy transfers may be require 
to be i^de from eitl^r unresti -d or restricted 
current funds. 

Nonmandaiory Transfers, This category shcniU 
include those trani^ers from the Current Funds 
gnnip to other furni groups m^ at the discreti<m 
of the governing board to serve a variety of ob- 
jectives, such aS addtions to fuiKis, acklitions 
to quasi-cndowment funds, general c; ^i^fic 
plant additions, voluntary renewals and replace- 
jnents o| plimt, and prepayments on debt priiKi}^. 
It also may include the re transfer <rf resources back 
to current funds. 

Auxiliary Enterpri^s 

An auxiliary enterprise is an entity that exi^ 
to furnish goods or services to ^u<tents, faculty, or 
staff, and that chaises a fee dii^ly related to, al- 
though nd necessarily equal to, the cost of the 
goods or services. The distinguishing characteristic 
of auxiliary entcrpri^ is that tky are manage! 
as essentially %lf-supiK)rting artivitics- Examples 
arc residence halls, focKi servkes, intereollegiatc 
athletics, (only if essentially ^If-supporting), al- 
lege stores, fwuity clubs, faculty and staff parking, 
and faculty housing. Student health services, when 
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Operated as an auxiiiary cntcrpHM:, a]^ &houki be 
imrluded. The general public may be served inci- 
dentally by auxiliary enterprises. HospitaK al- 
though they may serve students, facuhy, or staff, 
are separately classified because of tlu^ir relative 
(inaiKiai significance. 

This category incliuks all expenditures and 
tninsfen* ablating to the operation of auxiliary en- 
terpriseSt im:!uding expenditures for operation ami 
maintenance of plant and for institutional support; 
also included are oth^i;,^lw^^and hidircct costs^ 
whether charged directly as ex^R^ures or allo- 
cated as a pro{K)rtionate share oi costs of other 
(fcf^nmcnts or units. 

Expenditures. Expenditures oi auxiliary enter- 
prises are identified by using the san^ ^eral 
criteria as for edi^ati^ial ami gemral expendi- 
tures to distinguish them from transfers. 

Mamlatory Transfers. This type of transfer fol- 
lows the same criteria ui identification as for 
educational and general mandatory tninsfers to dis- 
tinguish them from expenditures and nonmanda- 
tory transfers. 

Nofumndaiorx Transfers. This type of transfer 
follows the same criteria of identification as for 
educational and general nonmandatory transfers 
to distinguish them from expenditures and manda- 
tory transfers. 

Hospitals 

This category includes all expenditures and 
transfers assiiciated with the patient care opera- 
tions of the hospital, including nursing and other 
professional service*;,- gexicral services, adminis- 
Crative services, fiscal services, and charges for 
physical plant operations and Institutional sup|K)rt. 
Also included are other direct and indirect costs, 
whether charged directly as expenditures or allo- 
cated as a proportionate share of costs of ott^r 
departments or units. Expenditures for those activ- 
ities which take place within the hospital, but 
which are categorized more appropriately as in- 
struction or research, should Ik: excluded from this 
ca?cgor>' and accounted for in the appropriate 
categories. 

Expemiitttres, The same criteria for identifying 
exf^nditures are used as in the case of educational 



and general expenditures to distinguish tl^m from 
transfers. 

Mandatory Transfers. Tlu? same criteria for 
identifying mandatory transfers arc used as in tl^ 
case of educatioiml ai^ general mamlatory trans- 
fers to distinguish tl^m &t»n exf^uiitures and 
nonmamlatory tramfers. 

Nonmandatory Transfers. The same criteria for 
identifying iK)nmandatory transfers are used as in 
tl^ case of (xlucational and ^i^ral iKmrnandatoiy 
transfers to distinguish tl^ frcan expenditures 
ami mandatory transfers. 

Independent Operations 

This category includes expenditures and trans- 
fers of those operations whkh are imlependent of, 
or unrelated to, but which may cnhanra the pri- 
mary missions of the institution. This category 
generally is limited to expenditures associated with 
major federally funded research laboratories. This 
category excludes expenditunrs associated with 
property owned and managed as investments of 
the institution's endowment funds. 

Expenditures. The same criteria for identifying 
exfHrnditufvs are used as in the case of educational 
and general expenditures to distinguish them from 
transfers. 

Mandatory Transfer.s. The ^um: criteria for 
identifying mandatory tmnsfers are used as in tl^ 
case of educational and genettil mandatory trans- 
fers to distinguish them from expenditures and 
nonmandatory tmnsfers. 

Ntmimmfiatory Transfers. The same criteria for 
identifying nonmandatory transfers are used as in 
the case of educational and genera! nonmandatory 
transfers to distingi ' H them from expenditures 
and mandatory transiwfb. 

Drm cTioNs from Fund Balances 

The term "deductions" is in contrast to expendi- 
tures and tronsfers. Deductions represent decreases 
in current fund balances, such as refunds to donors 
and grantors, and unencumtKred or unex|H*nded 
funds returned or returnable to the state treasury 
at fiscal year-end, depending on provisions of state 
statutes or appropriation acts. 
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Loan, Endowment, Annuity, Life Income, 
and Agency Funds 



Loan Fvsm 

The purpose of this fund group is to ^oc^t 
for the resources availabfe tot loans to stud^^ 
iaculty, and staff. 

Loan funds arc derive frcMn nmny differrat 
sources such as: 

L Gifts of funds that are to be <^rated on a 
revolving te&is, wl^reby ref^yxnents <rf prin- 
cifml and ii^terest may be lent to c^r 
individuals^ 

2s Gifts and grants which provide that, ujKm 
repayment of principal and interest^ tt^ pro- 
^o^ds are to be refunded to the donors or 

3. Endo^ent fund income restricted to loan 
fund p6r{K>ses. 

4. Refundable grants by the U.S. gov^mmrat 
to be matched with institutional funds for 
loans to students. 

5. Institutional funds transferred from current 
funds to match refundaUe U.S. grants. 

6. Unrestricted current fumls designate by the 
governing board to function as loan funds. 

7. Income and gains from investments of loan 
funds* 

8. Interest earned on loans. 

In view of this wide variety of fund sources and 
the diverse responsibilities for their use, separate 
accounts should be maintained to indicate these 
various accountabilities. 

The assets may consist of cash, notes receivable, 
investments, accrued interest on notes receivable 
and investments, and amounts due from other fund 
groups. 

The liabilities include amounts due to collection 



^enc^ for coUecticNi fees and to unrestricted 
fuiKls for unremitted share of administrative costs, 
as well as refumls due to dos^KS or on refurviable 
1<^ funds. 

Interest rat^ cm kmns are determii^ under a 
varfety of conditiom: tt^ rate can spedfWii by 
tl^ donor of the req^tive gift to the Icmn fund, by 
regulations of the instituti<m, ami by agreements 
with governmental grantors funds. 

Interest on kmns stKHdd credited to tte 
specific fund tmlance i^OHint. The accrual t^sis 
shcHiId i^ emptoyed for determming interest 
eam^; however, if such an amount is immaterial, 
it may be accounted for on the CBsh i^sis. 

Increases in fund balances of the loan funds 
arise from the sources mention^ alK^ve. Assets 
arising out of borrowii^ from tl^ ^vemment, 
private sources, or other fund groups do not in- 
crease loan fuml balai^es. Refurulable grants, 
such as Natkmal Direct Student Ixmi grants, are 
not deemed to be borrowings, but rather to be 
additions to fuml balances as loi^ as the date <A 
repayment to the grantor is uiKeruin* 

Increases in furKl tmlancn of Ic^ funds result 
from losses on investments of the loan funds, pro- 
vision for fK>ss'(>]e I'lsses on toans or loans written 
off in whole or in //ail, administration and oillec- 
tion expendtturcs, transfers to other fund groups, 
and refunds to donof^. 

W}«;n loan los^s are estimated, either of two 
procedures may be fofk^wed. Under one alternative 
the amount of the provision for loan losses is 
deducted from the total of the tmlaf»:s of the Loan 
Funds group at the close of the fiscal peri^ and 
reverb at the iKrginning of tte i^xt fiscal ;^riod. 
Actual losses are chasged against the s{Hrcific Ic^ 
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fuiul balanccti to which the loans written off pertain* 
At the end of each succ^dii^tiscalyeary a new pro- 
vision is established. Unckr tt^ smcmkI attenuuive, 
the amcHint of the provtsiiMi fa lossn is cte* 
ducted from each s{»dfo Iran fund balance to 
which the ckHitHful loans relate. Ixmns writtra 
are charged against lbs appropriate altowaiKe for 
doubtful loans. Tt^reaftcr, the allow^^ is ^ 
justed, based on the estimated cdtectibility of 
loans still outstamling. 

While neither k^ses nor provisicms fix loan 
losses on govemn^nt U^m presently are r^c^ 
nizcd by the Departn^nt ctf Health, Edurati<»!, 
and Welfare, sikdi provi^w are in Mcordai^ 
with generally ^epted Mcountix^ prii^pks ami, 
if material, shouU be set forth in tl^ institutkm's 
tmaiKiai statements. 

For af^rc^riate disclosure, tl^ sources d tl^ 
funds availid)te for loan {mrpt^ at tl^ balat^ 
sheet date stould be identi^ separately in th^ 
financial statements, si^ as (kmor- aod govern- 
ment-restricted km funds, jftchKtmg fiuKls pro- 
vided by maiKlatory transfers require for nu^cb- 
ing pur|K>s^ unrestricted fumis de^gnat^ as loan 
funds, ami huKls returoal^ to ti^ domt tmckr 
certain conditkins. 

Tl^ t^lanr^ sheet nmy kfentify rescmrres a^il- 
able for kxans to students separately from thme for 
faculty and staff ami shoukl klentify unrestricted 
fund balax^es that may be reverted to mher ;nuv 
poses. In view of tl^ variety of cc^Kiiticms under 
which k>an funds are est^lisl^ and maraud, 
supplementary sdiedules n^y Ik r^uiied to fulfill 
imrticular ne^ls. 

Endowment and Similar Fimos 

The Emiowment ajKl Similar Fumls group gener- 
ally h^udes enctown^t fumis, term eiKfown^nt 
funds, and quasi-eodowment funds. 

The f oUowing coi^pts gukiii^ tl^ fioandal ac- 
counting and reporting of emtowment ami similar 
funds are intemkd to ^sistent with the pol- 
icies fw administratk^n of swh funds as pre^nt^ 
in Chapter 4:1, ""Admiiastratkm <rf Emtown^ 
Funds, Ouasi-Endown^nt Fumls, and Other Sim* 
ilar Funds/' So far as financial aaxnmth^ and 
refwrting are coi^nied, jHoviskms of Chapter 5:3 
shall govern. 

EiKk>wment fiu^ are tbxc for which doau^B 



Of oU^ extonal ageocks have stipulate umkr 
tte terms cf tl^ gift instrun^nt creating the fund 
that tte prii^qi^ of tte fund b not espeiniable— 
that is, it is to remam invk>tete in peipeUiity and 
is to be inwsted fix the jmrpme (tf piodi^ing pres- 
et ami future income, whkli may be ^^nded or 
aikted to {mi^pd. 

Tom esKtowment fumis are like endowment 
fuxKb, e^^ tli^ all or ol tbs princ^ml may 
be utili^sed after a steted perkid of tin^ ch* upra 
tl» occurr^^ erf a certain event 

(^i^t-eiKtowmrat fuoMis (fuiKb functi<mii% as 
emk>wn^nt) are fonds that the governing board 
of tl^ mstitutkm, rather than a dcmw or other 
esftmial ^ei^, has ttetermin^ are to be retain^ 
ami invited. Siira tl^ funds are not required by 
tt^ dcmcx to be rained ami invited, tl^ prm^;ml 
as well OS tiie mcon^ may he UAalfy utili^ at the 
discretiiHi oi tlie govemiqg brard, ^b^ tp any 
(knK>r-impi^ r^trktions cm use. 

Prevailii^ ^al opinkm m scm^ ^ates to 
tt^ trua fumi theory in whteh tte term ^^rindpal"" 
is Gon^rued to iKlmie mM only tte ori|^nal value 
ctf tte fumi when initially established jdus subset 
qwnt enhan^n^ts by mklitkmal dcmaticHis, but 
alM tl^ ai^r^imicm in vahie (tf in^stn^nts tte 

fUDd. 

TraditkmaUy, edi^ti(Hial in^ituticms account 
for yield (dividei^ interest, rents, royalties, and 
the like) as reveni^ availabte for insdtutk»ud ptir- 
IK^es ami exdt^ from that category capital ap^ 
prwiatKHi <m investiMnt trans^imis. Hie major- 
ity (A ^u^<mal in^tutkms fdlow tins practke 
wiUi referei^ to all emiown^ fumte — trw, term, 
and quasi. This foibws the classical trust or 
fiduciary amounting princij^. 

Soo^ kg^ c^imons luM to tl^ ^>iiK>fate law 
ccn^ept, under which all gaim and k^es hi ti^ 
value of investments are trrat^ as ii^ane 
transac^»is. 

A substantial number of states imw ack^ned tte 
nKxid Uniform Managen^nt cf In^tuticmal 
Fumis Act, which }^niiits the prmiefU use of op- 
preciatkin in the vali^ of investments. Under the 
Act, ^>preciatk)n n^ns enharKcment erf tl^ value 

investn»:nts over the historic dc^iar value — 
that is, the foir value m ddlan of an endowment 
fumi at the time it l^canie an endown^nt fumi plus 
each sub^uent ckmaticm at tltt tin» it was n^ie 
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plus e^h addition of tKott^ to principal made 
pursuant to tte tenns of the gift instnui^nt at tl^ 
tin^ ihs ai&tkm. U tl^ nnricet raliM erf tlK 
as^ts associated with tl^ fumJ is betow t!^ 
hi^rte 4k>Ilar value ci the fiiml« tl^ in^tutkm 
may expeiKl cmly tl^ yiekL 

Many institutions have i^iopted "ii^ leturn** 
ending formulas by whkh they esq^xKl c^y 
tl^ yield tnit also a pnictent poitkm ^ die af^rra- 
atk>n of tl^ priMipal. Ahnost ail erf the total rebim 
ai^roaches call for the pn^ectimi <rf tte ezKlow- 
msnt priiK^^ from its toss of jnirdiadng power 
as a primary c<msi<kration l^hrc ^n^>riatixig 
gains. 

Scmie spemlii^ i4)pTK^hes CTpk>y q)reading 
techniques to minimize tl^ effect erf extren^ stort- 
term fluctuations in realize gedm and k^s^ 
which may occur under tiK timing erf the com* 
pteted transition metlnxl. Otters comtni^ both 
reali^ ami unreali^ gains in tte qn^eiuliz^ 
technique. Many institutions have confii^ tte 
prt^riatiou oc ^ins to quasi^emtown^^m finKls. 
Other institutkms have a|qm:^riated pins <rf 
virtually all typc^ of endowment and similar funds. 
Sofne institutions restrict gaii^ for a^^ropriaticm 
to only reaiiTed gains, while otters consider un- 
leatiz^ gains as also available for appre^riatiOT. 

In view of tte variations hi ^U<»t!on of the 
total return a>i^ept, its use does ^yn^ratly 
produce results that are objectively determinable. 
The concept of **principal'* is often imfccisive; 
there is no clear redefinition of ii^<»ne; ti^ exer- 
cise of prudeiKC is subjective atKi not suscepiidle 
to n^asurement in an amounting ^se, ami die 
"'spending rate-'* is often related to the market value 
(rf securities rather than to tl^ total mum ^ictualiy 
experiefK:ed. 

Until a general practice in tl^ appli^tion of 
the total return o)ncept evolves that pnxii^s re- 
mits that are objectively (^terminable, instituticHss 
should report any appreciation utili^ from in- 
vestments of endowment ami similar funds as a 
transfer. To ti% extent such a tf^nsfcr is ackied to 
current funds, it should 1^ reported separately 
from the traditional inc<Hi^ from erniowment dnd 
similar funds and should not be included in total 
current funds revenues. 

Excepi for sales and purchase commissbnst all 
expenses of holding ami mans^ng emknvment in- 



vestments, except real estate, sitould be treats as 
insti&itional siq^rt co^ aiKl not totted against 
uttcmie; expei^es may be funded fran both mi- 
restrict^ and restrteted current fux^ Howver, 
this treatn^nt (k>es not precliNfe tl^ alloratiiMi (rf 
all exp^^ against imcfime in e^^dratii^ tte effeo- 
tivei^ss of investn^nt mansgement 

When emiowment hinds are invested in real 
estate, tte ir^on^ simikS be repeated (hi a net 
tMisis ufter allocating all cc^ erf (^fatiqg aiKl 
managfaig the prc^itfties. 

IiK(»ne fnnn inve^s^itts erf ei^iwn^t aiMi 
^mihir fiimls s^hiU be reiwrted as eidwr for: 

1. Re^rfeted iwpe>^ oedit^ to Uie reflec- 
tive unexpend^ endown^nt ir^mxe ac- 
«mnts in lestiicted cuneitt finKk m to fond 
balai^s such as loan» emkmn^t^ or plant 
fonds as sp^i&&l by tte tem^ erf gift 
i^niments, or 

2. Unre^rkted pur|K»es, oecSt^ to unre- 
stricted current funds revenues. 

Furt er discus^n (rf restrictiems em tm erf in- 
amie and gains fnmi m\^stii^nts erf efKtown^nt 
and similar funds may be foumi in Chapter 4: 1. 

E^h endowment aiKl similar fund shoukl be 
counted for separately. fund should have its 
own cadi and investn^nts anemnts, untess tte 
assets are pooled with the a^ts ot otter funds, in 
which case tte fund wenUd tKiId Glares in the pool. 
Funds mu^ invited sejwately if require by 
tte tem» of the gift ii^rumenL 

Assets (rf endowment and ^milar funds usually 
omsist of c^h and investments, tnit also may in- 
cluek accounts receivable, pre|:^id iteim, efeferr^ 
charges, and aimiunts di^ from otber fuiKl gre^ps. 
Investments may include marketable and mm- * 
marketabk securities, real estate, pataits, cc^- 
rights, royalties, and partici|^tions. Advances to 
finance institutional plant slKHild be disdo^ ^pa- 
rately. Investments are valued and woHusted for 
as ir^icated in Chapter 5:1, "^FutHiamenta] Con- 
cepts erf FinaiKial Accounting ami Reporting.** 

Uabilitles of eiKtowment funds raiHist oi any 
form (rf indebtedness against tl^ assete represrat- 
ii^ investments, as well as amounts due to enher 
fund groups. 

Additions to the balar^s erf eiulowmcnt and 
similar funds are OMnpris^ erf gifts aiKl bequests 
restri^^ to endowment, in^MX^ a(kied to prin- 
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cipal as proW(^ in Uk gift instmmm, earns cm 
investments, ttamfers to quui-^Kkiwii^ 
from otlier fund groups. Deductions frnn the fund 
balaroes ii^u<te kts^ oa investment traiKactkatt 
ami withdrawals or transfers to other fund groups. 
Fimd-raising e^»nstt slmik! not be chuged to 
the balance of emknvment and similar funds unless 
they relate directly to tte proceeds of a campa^ 
for tlmt purpose. If so chained, die expense 
stoukl be repcmed ujKu^ly as d^uetixm as^ 
not netted against gift proceeds. 

Upon termination, the unrestricted principal of 
term ^Klown^ts ^Mikl be uUed to umestr^ed 
current funds revenues and clearly ktoiti&d or 
dhdosed so that there is oo infeiei^ that a 
gift has been receiv«i. If the gift instrument sped- 
fi^ that the piiaa^ st^suM be restikted to a 
fumJ (Miter tian unie^ricted current funds, »tch 
«iditi<m ^Kmkl be macfe dir^y to that grcnip. 

All three types of funds — endowment, term 
enttown^t, and quast-emtowment — should \m re- 
ported in tlK emkmn^m ami amilar funds sectkm 
erf the balance sheet and the identity of the three 
types should be ctearly differentiated in the fimd 
balaiMe sMti<»i. All three types oi fimds in this 
group may be furtl^r subdivkkd M^rdii^ to tl^ 
manner in which the isKome from tl^ir inve^- 
ments may or must u^. 

Annuity and life inccne funds, if insignificant 
in amtHint, also may be mduded in this group. If 
si^iftoant, tl^se funds slxnild be reported in a 
separate fuid group. 

Annuity and Life Income FUNi^t 

The Annuity and Life Ii^mic Fui^s gfXHip con- 
sists (tf two sul^roups — Annuity Funds and IMe 
Income Funds. 

Annuity Ftmds 

The Annuity FuiKk sul^roup omsists fui^s 
acqiur^ by an institution uncter ^reen^nts 
wtereby money or other property is mack avail- 
able to an institution on a>mijtion that it bind it- 
self to pay stipulated amounte i^riodi^y to tf^ 
ikn^yrs or other designated iruiividuaK which pay- 
ments are to terminate b* he time sj^fkd in the 
agreement. 

In many jurisdictions, tte ""sellii^'' or accept- 



ance ot annuitfes by a noqm^ MganizaticHi is 
subject to tte iegulati<m of dtt ai^ropriate go von- 
n^nt ^uy m dq^rtn^it Fw eun^^ the Tax 
Refono Aa d 1969 ^at^ tte ocmiitiims uwter 
which an annuity tnm (for In^iml Revraw tov- 
ke purposes) may be est^dished and ttfanittis- 
teied. In sra^ juri$dictk»», lunm^ investn^its 
mutt be ^po si ted or smui^ depo^ m»te with 
a gowran^nt ^n^. Ittt nqyovising ffswmmsM 
«^i«y also may designate the types ci invetts^ts 
that may be m&Se twm these funds. 

A^mntfa^ for annuity funds requiivs the rc^ 
cwdii^ oi ^sets at wst or at fair market value at 
the date of ivccipt. The liabilities should be stated 
at the present value of the aggregate liability for an- 
nui^ payable, bm^ on acceptable life cxf^- 
tancy tables* Ttere may be a fund balam^ or 
deficit, depending on the relationship between 
assets ami liabilities. Inv»tment 'ncome and gains 
are cralited and annuity payments ami investment 
losses chaiged against the liabilities. Periodically, 
an adjustn^nt m ma<k between tl^ liabilitk?s and 
the fund balances due to recomputation of the lia- 
bilities, \mcd on tlw revised life expectancies and 
anticipated return on investn^nts. 

The assets of annuity fumls ifKlt^ie cash, secu- 
rities, and other types erf investments* The assets 
may be poded for investment purfK^es, depending 
cm the fn^uei^ erf tl^ miju^n^t of shar^ 
owned by indivkhial fumls, tl^ mmit^r of fimds, 
ami r^latory proviskms (see ChiqMer 4:1). 

Tt^ liabilities of annuity funds fa^ucte incfebted- 
i^ss against any of d^ assets, annuity payments 
currently due, amounts due to cHher fund grcmps, 
ami tl^ actuarial amcnint of futun annuitks 
payable. 

IiKrea^ in annuity fitml tmlanc^ ii^ucte m^ 
tions of new gifts In exc^ of actuarial liability for 
annuities {^yable. I^rea^ inducfe transfers to 
otl^r fund groups upon terminaticm erf annuity 
agreen^nts. Acklitiemal changes in tl^ fund Gl- 
ances occur when an adjustment is m^ betwera 
fl^ liabilities and fumi f^lai^s, representli^ 
chants to tl^ revised life expectaiK^s and antici- 
pated return on investments. 

Upon termination of an annuity agreen^nt, the 
priiKipal of the annuity fund is trauferred to the 
fund group specified by the origfawtor, or in the 
ateence of such restrkticm, to unrestrict^ current 
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fumis revenues ckarly kkntiftcd and di^tosed, so 
that no tnferci^ is drawn that a new gift has been 
received. 

If immaterial in amount, annuity funds may be 
included in llw Emtowment and Similar Fumis 
grrap. 

Life Income Fumis 

The Life liWMS^ Funds sul^oup cm^stt (tf 
fumts i^uired by an inuitutkm under a^eemcmts 
wl^reby nKH^y or cti^t ptoperty is agit- 
able to an institution cm ec^tkm that it bind 
itself to pay periodically to the ctomrs or other ites* 
ignated if^vkiuals the inccm^ ean^ by tte as^ 
sets donated^ usually for the lifeline d tte 
beiH;&iaries. 

In order to qualify and maintain a tax-exempt 
status for poi>led life iiKomc funds, compliaiKe 
with relevant provisions of federal and state law 
is essential. The Tax Reform Act of 1969 clearly 
estabiis}^ the existence of a trust relationship for 
Internal Revenue Servke purposes when ^i^- 
tional institutions arc trustees of life imrcmie funds. 
Tte Internal Revenue Code and attd^Sant regula- 
ttons provide for three variations (rf tl^ life in* 
come unitrust — "straight/' '*net irwonH?," arrf '*iwt 
plus makeup*" (see Chapter 4:1). 

Life ii^me funds usually are aconinted for as 
a separate sub)!roup but are combined with 
annuity funds for reporting purposes. The transac- 
tions of life income funds should be rep<nled sepa- 
rately and not as current funds revenues or ex- 
peifditures. A separate set of accounts mu^ be 
maintained for each life inrome fuml. 

The assets of life income funds include cash, 
securities^ and other types of investments. Assets 
erf tife ii^ome funds may be invested separately, 
pooled with assets of otN;r life income fuiKis, or 
poded with assets of en^nmient and similar funds 
(unless the endowment pool is invested ami vd^ 
ministered on a total return basis), as tong as de- 
tailed i^ords are maintained that sp^floilly iden- 
tify the life income FN)rtlon of the pool and the 
income earned for and attributable to that portion 
(see Chapter 4: 1 ), 

The liabilities of life income funds consist of 
indebtedness against the assets, the life inomve 
payments currently due, and amounts due to other 
fund groups for advances to income beneficiaries. 

f 



Oiai^es in fund balai^es ccmsist of additions erf 
new gifts; ineon^, gains, and losses on invest- 
ments; aiKi trailers to <Kl^r fuml groiq^ upon 
terminatkHi of tl^ agreen^ts. 

UpcHi t«rminatkm erf agrsen^nts, tl^ babme oi 
tl^ fui^ is trai^erred to the fuml grwp ^)ectfied 
by the or^nator or« in tte ^»eiM of a restriction, 
to unreiftrkt^ current fuiKls revenues, ^arly iden- 
tified ami disclose, so that no infere^ is drawn 
that a ^w gift has been re^iv^. 

Agency Funics 

These fumte ac^unt f(x the resources held by 
the institutiim as custodian or fi^ agent for indi- 
vidual ^iKknts, faculty, ^aflf n^nbem, ai^ orgsn- 
izati<ms. When s^nsy a^^ets are immaterial in 
amount, the assets and liaUUties may be reported 
as assets and liabilities of tte Current Funds group 
and need not be ^cnmt^ for in a se{»rate fund 
group. 

Hie assiHs ii^Ii^ cas^ re^val^s, temfK^rary 
invcf^ents, aiul amounts due fixmi oih^ fund 
groups. 

The liabilities ii^imte ac^mnts fKiyabte, 
amounts due to other fund groups, and the bal- 
ances owing to individuals and organtutions for 
which the institution is acting as fiscal agent, cus- 
todian, or ikpository. There are no fund balances 
in this fuml group analogous to tlK^se erf other fund 
groups. Separate accounts shcnild be maintained 
for the transactions in the net de{K>sit liability bal- 
ancc of each aeccnint with an organization or indi* 
vidual in this fund group. 

The earnings on investments of tl^se funds 
f hnuid be ciedftcd to the nd liability l^ilances of 
the respective agency funds. 

The baianra sheet showing assets ami liabilities 
by major type, including tl^ liability for dc{H>dts 
in custody for others, is the only t^sic financial 
statement prepared for ttw flnanciai reporting of 
agency funds to the public and the governing 
board. Since the net balan^ in each agency fund 
an; liabilities, not fund balances, a statement of 
changes in fund balaiKes is nc^ prepared for this 
fund group. 

Accountability for ageiKy funds usually requires 
the submission of {H^riodic re{K)rts of transactions 
and l^lances to the individuals or organizations 
owning the assets. 
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Other Fund Groups 

The accounth^ and reporUng for other fiii»i 
groups »lffiiiiistered by the institutkHi, such as 
pension funds, are comparable with procedures for 
endowment and/or agency funds, and in some 
ii^an^ whh tlK»e (tf ccani^rcial pei»k» fumfe. 

FUNDS Held in Trust by Others 

FuKb teU in trust by others are re«»uws 
ncitlKr in tbs ^sssesaan d nor unkr the 
HMnt of the institution, but held and administered 
by an external fiscal agent They pref^^ shmild 
OCA be induited in tl» balai^ O^t with other 
funds administered by the institution, but should 
be disclosed parenthetkally in the Endowment ami 
Similar Funds group in the balance sheet or hi the 
notes to tl^ financial statements. However, if tlM 



ittstitutkm has kgaUy enfbrceal^ righti or claims, 
including thc^e as to inccme, sudi fuiKls my be 
reported as as^ts, pn^rly (kscribed in the finas- 
dal statements. The value of such funds should 
siq^xNted by annual tnm reports avaik^ to 
the institution. 

If the funds were establish^ under irrevocable 
trusts with no discretionary powers resting with 
txvsses$ as to the dntrilnition ^ incooM, the 
'tt^am should be iiKJtKkd eitlur as emkiwn^ 
income, with a mjtation d the amount, or slxHild 
be separately stated. If the funds were established 
under revocable trusts, or if the trustees have 
discretica as to the aauMints to be cB^tHited to 
tlw bene&naries, tl^ disoetioimry amounts of in- 
ctHue are tantamcwnt to gifts ami should be so re- 
pt^rted wxh dfsctosure ctf the amounts. 
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I^HE PLANT FUNi» groiq> is used to ac^mnt t» 
( ! ) uiKxi>ci^ed pbnt fumls to be us^ fc^ tbe 
a^uisitkHi ci k»^-Uved assets for imtitutkmd 
purposes, (2) foods set aside for the rcj^wal and 
repl^ment oi insti'tutioaal prq>erties, (3) funds 
ml askte for debt servtee dmiges and fetirea^ot 
of imteteedi^ss ti^Uitiooal plant, ami (4) tiie 
cost (or fair valw at time oi cton^km) d 
lived a^ts (other than dK>s6 of endowment and 
wnilar funds) and the sources from whidi tte 
is fund^ incliuiing as^>ciated Kabilities* 

Four self-balaiKing subgtxiups are provide fm 
the Plant Fui^s group: Unexpended Plant FuiHis, 
Funds for Renewals and Repl^n^ts, Funds for 
Retirement of Imtebtedness^ and Investment in 
Plant. 

There are tl% fdlowing general ^Hirces of as^ts 
of the Unexpended Plant Funds, the Funds for 
Renewals and Replacements, and the Funds for 
Retirement oi Imkbtedne^: 

1. Funds from extenml agenctes. 

2. SUu<tent fees and assessnents for ctebt »rvice 
or other plant inirpos^ which create an drfi- 
gaticm equWatent to an externally imp<»^ 
restriction ami wh^ are not mhfKt to tte 
discretionary right of the ^veming bcmxd to 
use for other purposes. 

3. Transfers^ both mandatory and iKmnmnda- 
tory, from otl^ fund groups* 

4. Borrowings from external smirces for plant 
purposes. 

5. Borrowings by ad^i^es from <^m^ fmd 
groups. 

6. Income sukI net gains frcm investn^nte in 
tte unrestrkt^ and r^rict^ eien^nts ct 
each of the subgrou|». 

The dlstinctkHi between unrestrfcted ami re- 



strkted scnirctt ami uses slKNikl be niaintiui^ in 
the acccmnth^ reccmfe in <mte to dispose d^ 
ItmitetkMS on d^ use (tf fumb and d» appropr i a te 
disp(^ttion of any e3^^ funds. Fos* emm]^ fumis 
(teived f rcmi transfeis frcmi unr^rteted currrat 
funds at die dira:^i(Hi of die govemii^ board may 
be lettansf mted in wtole <^ hi part bma {dant 
funds prioc to oommknttot 

When fumis are restricted by dcmirs and other 
out^de individuals and agencies for ftaxA purpmes, 
such finds dK^dd he oecfit^ dirratly to t^ le- 
spective fuml sut^roup and mH passed thimigh 
tbe Current Fumis group. 

Transfers fnmi other fumi gnnips to plant fumis 
for tte a^ubiticm ctf prc^rttes, for rei^wals ami 
rephK:eniente, ami for ifettf ^rv^ stouki be repre- 
sent^ by ^rc^riate amounte of and (Mher 
liquid assets. Transfers from piaiU funds to crther 
huKi gnnips also should be represented by the ap- 
prc^riate transfer of liquid a^ets. 

UK EXPENDED PLANT FUNI» 

The putpose tins sul^nnq) is to ^^mnt for 
tbe unexpemled resmirces deri^ from various 
scHir^ to fimi^ the uquyt^^ of fcH%-liv^ 
plant assete and tl^ assod^ed l^^ties. This sub- 
group also may ii^mle ccmstn^^dm in progre^ if 
not Kccmnted fcM* in tl^ Investment in Plant 
sut^roup. 

A^ets oi this sut^rotqi nmy connA (rf cmh^ 
inmtn^irts, amounts r^^te, aimmnts dv^ 
fnm <^r fuml groups, and ^mrtrwtira in prc%- 
re^. Liabilitfes may cot^ <tf imnutts, bcmds, 
notes, mortgages, and leasehold i^yabfe ami 
amounts dm to other fuml groups. 

The fund balai^s repr^ent amrants unex- 
pemted at ih^ rq>ortii^ d^. Tl» snir^ ct ^d^ 
tlons to fuml tahuKes are the same as the sources 
(rf assets (see above) ex^pt ixirrowii^. I^duc^ 
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ticns from fund balai^es ii^hnk expenditures fof 
plant puiposes, k>^es on m\^^iTCnts oi unex- 
pended plant funds, return of unrestrteted bUaiKies 
to unrestrkned current f umte, and od^ aj^m^m- 
ate charts as fund-rai^ng e^q^en^ lel^^ 
to a iHilkUng ^nd canifmign. 

Ei^umbraiKes outst^h^ at the re{K»rtii^ date 
should \k reported either as allocatif^ of fuml 
balances or by fomm)te to tl^ l^aiKe 

Sei^rate project accents ^CHiki nmintaii^ 
for each major item. Within each project a^unt 
the sourc(^ of funcb shcndd be disth^uished be* 
tween restrkrted and unrestrktud. 

As funds are o^m^ f^r comtn^tkm^ a ont- 
trol account for a>ffitnK:tkHi fai fm^gress dtcwki be 
maintained. All capital exp^itures, togetter with 
related liabilities and fuml t^lanc^ dKmkJ be 
transferred to the Investment in Plant subgroup at 
each reporting date. Alternatively, the ^counting 
for oHistructicm in progress may be maintahm! in 
the Uf^^q^emted Rant Fumte until comi^tkm of 
tl% project 

Any i^xH:apitalized project costs should be writ* 
ten off against the fuml Imlance of Uf^xpem^ 
Plant Funds. The related liabilities, if any, sfKHild 
be transferred to the Investment in Plant sut^nnip. 
This will have the eff^t of reducing the fund t^l- 
ances of both the former and latter subgroups by 
tlK amount of tl% transferred labilities* 

Funds for Renewals and Replacements 

The rescHiices of this sui^roup provide for tl^ 
renewal and replacement <A plant fund assets as 
distir^ished from additions ainl improven^nts 
to plant. In some instaiK^s, there is a fii^ lif^ of 
distinction between a renewal or repl^n^nt ami 
an improvement. Sotk portion of renewals ami 
replacements may (-apitaUzed as acklitic^ to 
plant 

Assets of tiiis sut^roup may imh^te cash, in- 
vestments, ckposits with otters, amcnmts di» from 
other fund groups, and construction in progtas. 
Liabilities may cot^ist of accn^ liabnit^ ac- 
counts, not^, and tonck payable; and amounts 
due to other fund groups. 

Fund hiiances represent tf^ unexpemted re- 
sources of this subgroup, ami shoukl be maintaif^ 
to distinguish between unexj^nded resour^ origi- 
nating from board-designat^ unrostrict^ fumls 
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transferred for tl^ puriK>ses ci this subgroup ami 
thcw restricted for die^ {nirpmes by external 
imrt^. Sq>arate accounts for eadi fund within 
eadi pro^ oftra are matntati^ ta assist in estab- 
Ikhffig thb dbtinctk»L 

Acklitions to fmd balan^ are tbc^ gei^rai v 
ii^iKled in tl^ U^ing of sources d asseu above^ 
otl^r than tK>rrowings. Deducticms from fund bal* 
an^ consist of exf^mlitiires for rei^wals ax^ te- 
pl^ments, tran^ei^ ol unresukted rescHsrces 
tack to unr^rteted currmt funds, and los^ on 
saks (rf inve^n^nte l^ld by tbs subgroi^. 

Ei^umbrai^es ou^mMng at the repenting date 
shoukl reported either as allocations of the fund 
balai^es or by fcx>tnote to the balance sheet. 

If it is determii^ that certain expenditures in 
this wbgroup dioukl be capitalized, the co^ and 
animated liabilities ami fiiiKi balai^s, if any, are 
transferred to tl^ Investn^t in IMant sul^roup as 
in the case of transfers of capitalized assets from 
th^ Ui^pem^ Plant Funds to the Investment hi 
Plant sut^roup. 

Funds for Retirement of Indebtedness 

The purpose of this sul^rcHip is to ac^nint 
for the cumulation of r^ources for interest and 
principal payments and oti^r debt ^rvice charges, 
inciiuiing oMitributions for sinking funds, relating 
to plant fund indebtedw^. 

Fund sources timt restrict tl^r um to the 
^tives erf this subgroup shcmld be recorded as 
direct additions to tf^ fund balances of this sub- 
group and mH as revenues <rf the Current Funds 
group or £ulditions to fund balam^ of other fuml 
grcHips. 

Assets of this subg^mtp may inclucte cash, in- 
vestments, deposits with others, aimnints and notes 
receivabk, and amounts dw from other fuml 
groups liabiliUes may ccHisist of accruals and ac- 
counts payable for trustee* fees ami other debt 
service charges, as well as amounts due to other 
fund groups. 

Fund tolai^s represeiit the net resources held 
to ^rve the objectives of this subgroup, ^nce tl^re 
are varying degrees of restriction on the use of 
fumls in this sul^roup, separate {^counts sh<nild 
maintained for each debt to delim!dte those 
balances originating from board-designated trans- 
fers and tho^ restricted legal provisions and 
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i^hcr agreements with donors and other outside 
agencies. 

Additions to the fund txilanccs are those gener- 
ally included in the listing of the sources of as^ts 
above, otiwr than borrowings. Deductions include 
expenditures for principal and interest, trustees' 
fees and exf^nscs, and losses on investments of 
funds in this subgroup. Transfers of cash or other 
liquid assets to sinking fund trustees, as required 
by bond indentures, are transfers between a««t 
aceou-';s and do not reduce fund balances. 

Expenditures that reduce debt principal repre- 
sent the turther investment of institutional re- 
sources in the net investment in plant. Accordingly, 
the appropriate indebtedness in the Investment in 
Plant subgroup is decreased and the net investment 
in plant (the fund balance) is increased. 

Investment in Plant 

Except for long-lived assets held as investments 
in endowment and similar funds and their associ- 
ated liabilities, the Investn^rnt in Plant subgroup 
includes all long-lived assets in the service of the 
institution and all eimstruction in progress (unless 
carried in the Unexpended Plant Funds and Funds 
for Renewals and Replacements subgroups until 
completion of the project), as well as all associ- 
ated liabilities. 

The sources of assets of this subgroup ii^lude: 

1. The capitalized completion costs of projects 
transferred from the Unexpended Plant 
Funds and Funds for Renewals and Replace- 
ments subgroups. 

2. Capitalized costs of construction in progress 
transferred from the Unexpended Plant 
Funds and the Funds for Renewals and Re- 
placements subgroups at the reporting date, 
unless held in those subgroups until comple- 
tion of the project 

3. Donations (at fair market ^oluc on date of 
gift) of plant assets* 

4. The emt of long-lived assets linanced by cx- 
fH^ndilures of current and other funds, except 
endowment and similar funds. 

Depreciation allowances on long-lived assets 
may be reported in the balance sheet and provision 
for deprecsation in the statement of changes in 
fund balances in the Investment in Plant subgroup. 

The assets may consist of land, buildings, im- 



provements other than buildinp, equipment, and 
Ubraiy books* In cases wlKre the institution has 
elected to record depreciation as described in 
Chapter 5:1, the applicable reduction in value 
would be dlsclo^ Kesv. Liabilities may consbt of 
accounts, tomb, notes, mort^ges, and leaseholds 
payable and amounte due to other fund groups if 
assocuitcd with the acqu'isition, renewal, or re- 
placement of plant assets. 

The net investment in plant is the fund balance 
a-presenting the exce« of Uk* carrying value of 
assets over liabilities. Net investment in plant is 
increased through the acquisition of plant assets 
less associated liabilities, as well as thix)ugh liqui- 
dation of indebtedness incurred for plant purposes. 

Net investment in plant is deca^ased through 
disposal of assets and throu^ depreciation, if de- 
preciation is recorded as discussed above. When 
plant assets arc sokl, exchanged, or otherwise dis- 
posed of, the carrying value b t^moved from the 
asset accounts and the net investment is reduced 
accoaiingly. Upon sale of plant a^ts, the pro- 
ceeds may be used to reduce the outstanding asso- 
ciated liabilities and tin; remainder may be added 
to unexpended plant funds. The aR>ropriate dis- 
position of proceeds depends on the sources of 
funds for the original acquisition of the assets, the 
laws and administrative regulations of the respec- 
tive states, and/or ihs terms of agreeme nts wiih 
(k)nors or grantors. 

Consideration may be given to subdividing the 
fund balance to indicate fund sources such as ap- 
pn:^riatk)ns, gifts, student fees, and federal, state, 
and local grants. 

Financial Reports of Plant Funds 

Some institutions prepare sectional balance 
sheets and statements of changes in fund balances 
for each of the four subgroups of the Plant Funds 
group; some combine the assets atnl liabilities of 
the four subgroups for rcfHjrting purposes; others 
combine the assets ami liabilities of three of the 
subgroups (Unexpended Plant Funds, Funds for 
Renewals and Replacements, and Funds for Re- 
tirement of Indebtedness) and list the Investment 
in Plant subgroup separately. Any combination of 
the assets and liabilities of the four sul^roups is 
acceptable as lung as separate fund balances arc 
reported for each sub^up. 
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Financial Reports 



A MAJOR OBJECTIVB oi finaiidal i^xirts of cc^ 
. and univeraties is to provkte infonim* 
tkm u^ul for evalu^ing ti^ management €i 
resources in attaining tl^ in^tution^s goab. In ftil- 
iillment of this and other objectives, finam:ial 
Importing for colleges and imiwr^ties gei^rally 
shmikl include three tm»c finarcial ^aten^nts. 
Tteseare: 

1. Balan^^^t. 

2. ^tenient<^dum^ in fuiMl balances. 

3. &atement ci current funds revemm, exj^n- 
ditures, and aobcr changes. 

Tt^ telai^ sheet is a ^ten^nt of finax^al 
{KMutton or status of funds res<wrces as (rf a given 
rc{K>rting date. A teiai^ sl^t ^^Hild be pre^ted 
tlvu incluiks all ctf the ^ropriate futKl grcMips. It 
may prepared with fund gUMii» arranged se- 
quentially in vert^ order (as illustratwl in the 
chapt^^r 'illustrative Exhibits'*) or it may be 
present^ in columnar form with a column for each 
fuml grwp. 

If ti^ columnar form is used, amounts in the 
various fund groups should not be cross-footed in 
a total column unless all neces^ry disclosures are 
made, including interfund borrowings. Tl^ tel- 
ances of any fund subgroups ncMssary for fair pre- 
j'^ntatson, particularly those subgroups segregating 
doiK'--rcstricted from lK>ard-designated resounds, 
should he reported either in the balance sheet or 
in tlK statement of changes in fund tmiai^s. 

The statement ctf changes in fund t^lanccs is 
essentiatiy a statement of changes in flnai^al posi- 
tion between reporting dates, and is presented for 
all fund groups except ageiv^ fumis, which have 
no fund balances. This statement may be presented 
either in columnar form (as illustrated) or in 
individual statements for each of the fund groups. 

If the statement of changes in fund balam^s is 



presented in coltmmarfmrn, cdumm^cHild not be 
eross-footed unless care is taken to avoid the mis- 
labeling 6[ cross*footed tc^ls aiKi duplicati<m d 
gross chai^K. 

Wten signifiouit re^r^ or expenditures such 
as financing activities aiKi investments in plant are 
not incliKied in the statement of ctmnges in fund 
balai^s, si^ activiti^ may be diwlosed sefm- 
rately in a note or elsewl^re in tl^ finam^al 
statement. 

The statement of curr^ funds revenues, ex- 
pemiitur^ and cHl^r dtai^ is unique to tt^ 
current funds. It slKmrs the detail d cun^t funds 
revenues by source, expemiitiires by fuiKtion, and 
all crther change in cuitent funds. A columnar 
statement of current funds rewnues, expenditures, 
ami other changes should be ui^ to distii^ish 
between unrestricted and restricted current funds 
revenues and expemiitures. In this statement an 
amount equal to the restricted fund exj^nditures 
is reported as restricted reveni^ 

Tl^ statement of current fumls revenues, ex- 
penditures, and other chaises presents required, 
detaited finamnai information that may not ordi- 
narily be presented in tte current funds section of 
the statement of changes in fund balances. The 
net iiKreases or decreases in lK)th restricted and 
unre^ricted funds in tte fonmr statement should 
be the ^mt as reported for tl^ net changes in tlw 
balances of the unrestricted and restricted funds 
in the statement of changes in fuml Imla^es. 

Tte reporting obj^tives <rf this statement may 
be met in other ways. Oi^ technique is to dis{^n^ 
with the statement of current fumis revenues, ex* 
penditures, and (Mher change ami report the de- 
tailed, classified inf(Mination in the statement of 
changes in fund balam^. Anott^ technique is 
to dispell with tl^ statement of current funds 
revenues, exj^nditures, and otl^r changes, ^b- 
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stitutc a s^tatcmcQl of current funds cxpcmiitunrs 
by function, and include the di:taiied sounx^s <rf 
revenues as additions to current fund bulaiKcs in 
the statement of changes in fund t^lamxs. 

In following these reporting techniques, it 
should be pointed out that revenues arising from 
the use of restricted funds are not ordinarily the 
equivalent of restricted current fumi additions, 
since only the amounts equal to restricted fund 
expc.uliiurcs are reported as restricted fund reve- 
nues. Therefore, the amounts earned through the 
expenditures of such funds should disclosed in 
the basic statements or in notes thereto, it is also 
necessary to report the total of unrestricted and 
restricted current funds exiH:nded for of ti^ 
functional categories so that the total level ol 
tinanciai activity for each such category is 
disclosed. 

For more complete disclosure, institutions may 
wish to explore variations in format and presenta- 
tion. For exampkt institutions wishing to report 
separately unrestricted gifts, auxiliary enterprises, 
hospitals, and special activities may use additional 
columns or provide sepamte fund subgroups to 
the three statements. In all cases the statements 
should clearly indicate the unrestricted nat ire of 
such funds and the related changei; for the pericni. 
In addition, a total column for all unrestric ed cur* 
rent funds resources* fund balances, and current 
funds revenues, expenditures, and other changes 
for the period should be included in the appropri- 
ate statements. 

Reporting requirements singularly relevant to 
the balance sheet and the statement of changes in 
fund balances of ihe toan^ endowment, aimuity, 
life income, agency, and plant funds may hs, found 
in the appropriate preceding chapters. 

Reporting Results of Chances 
IN Accounting Method 

Adjustments resulting from a change in ^Account- 
ing method to comply with the recommendations of 
this manual should be treated as adjustments of 
prior periods, and financial statements for afT^xted 
prior periods should be appropriately restated. 

A subsequent change in accounting method 
ordinarily is reported as follows: 

I. Financial statements of prior j^riods should 
t^* presented as they were originally. 



2, The effect of tl^ change on the re}K)rting di 
current ami prior pericnJs should be disclose 
in th: financial statements or in the notes 
thereto. 

3. The cumulative edect <rf the change should 

disck»»ed in the statement of changes in 
fund balan^*s. 

Notes m Financial Statements 

To £^hieve tiw i^jectives of micquate disclosure, 
the basic tmancial statements shield be accom- 
panied by ( 1 ) explanatory notes on significant 
matters not adequately disclosed in the financial 
statements and (2 ) a commentary on the account- 
ing policies adofUed unH followed by the in^ito- 
tiim. as well as the elTec* i^ a^^y chaises in account- 
ing method to the exte:^< not disclosed in the 
financial statements. (&c '*'ummary of IKgnificant 
Accounting Policies'' in ihv chapter "Illustrative 
Exhibits.") 

Supplementary Schedules 

Consideration should \k given to the desirability 
of providing supplementary schedules to the basic 
finaiKial statements, which might be useful to vari- 
ous groups interest^ in the management of an 
institution. Some of these might be: 

1. Schedule of current funds expenditures and 
mandatoi> transfers and resources utilized. 
(This schedule would be especially useful to 
institutions employing the total nnum con- 
cept or managmg unrestricted gifts as sepa- 
rate resources. } 

2. Schedule of current funds revenues. 

3. Schedule of current funds exj^nditures. 

4. Summary of gifts received — by source and 
pur{x)se. 

5. Summary of investments. 

6. Summary of property, plant, and equipment. 

7. Schedule of liMig-tenn debt. 

8. Details of balances of each fund and 
changes therein during the period. 

9. Schedule of operations of auxiliary 
enterprises* 

10. Schedule of operations of hospitals. 

11. Schedule of operations of independent 
operations. 



202 



5:5 



SiTPLtMENrAi^Y Material 

In addition, the basic financial «itatcmcnt.s may 
be accompanied by intciprctivc materia! such as: 
1 A more complete stateownt of the priiKiples 
and objectives o;' fumi a^unting ami the 
relationships among fund groups. 

2. An explanation of accrual accounting aiKl its 
objectives; its application to tiw various fund 
groups. 

3. Definitions of commonly used t^rms such as 
expenditures, expenses, mandatory transfers, 
nonmandatory transfers, other changes, en- 
cumbrances, ami allocations. 

4. An interpretation of the financial statcn^nts, 
schedules, and exhibits, Referenced to charts, 
graphs, and otl^r illustrative materia!. This 
interpretive material may incluck nonfinan- 
cial data associated v ith financial informa- 
tion to show trends in relationships such as: 

a. Educatk>nal and gcnend expenditures [^r 
full-time-equivalent student, 

b. Expenditures for operation and mainte- 
naiKC of plant per square foot of floor 
space, 

c. Avcm^ full-time faculty compensatk>n, 
including staff benefits, by ranks within 
colleges or other major academto 
divisions. 

d. Direct educational and general expendi- 
tures for instruction per semester or quar- 
ter hour by colleges and other ac^emic 
divisions. 

Annual Report for Public Distribution 

Colleges and universities, whether publicly or 
privately controlled, depend on public understand- 
ing and support; consequently it is desirable for an 
institution to publish an annual financial report. 
The extent uf distribution should be suflident to 
insure that representatives of the public and mem- 
bers of gn>ups respi^nsible for the institution's sup- 
port are adequately informed of its financial affairs. 

The Hnanciul report should present fairly tl^ 
essentials of the institution's financial activities for 
the pcriixj covered and its financial position at the 
close of the period. Although excessive detail 
should Ix; avoided, the goal should be the dis- 



closun: oi re^Huees ami tlwir utiltzati«i to inform 
those users of the financial statement wIk> rely <hi 
them as their prii^pal source of Anateial informa- 
tion about the institution's ^tivities* The financial 
informatiiMi ablating to separately inrarporated 
units for which tte reporting institutiai is ftst^y 
responsible, such as university pness^ intercd- 
legiate athietks, and research fcHindations, should 
be (!) included in separate ^tements, accom* 
panicd by and cross^refereiKed to tl^ basic institu* 
tional statements, (2) disclosed by footnotes, or 
(3) ii^luded in the finai^al statonents d the 
institution. 

The auditor's opinicm slKnikl be ii^uded in the 
published annual financial report. If it becomes 
necessary to issue a report without an auditor's 
opinion, a complete explanation should be induited 
sg the report. 

Annual Reports for Internal Use 

A report more detailed than the annual re)K)rt 
for public distribution should \x prefmred in i^r- 
manent form for use by aca<kmic and financial 
administratis^ ofii«^rs, for whom it can constitute 
a valuable reference. In this report the financial 
information sluHild be arrang<^ 1^ major aca- 
demic, administrative, and other q>erating divi- 
sions and ^uld provide details to support the 
figures in the exhibits of the flriancial report for 
public di stribution. A table of c<Mitents and an 
inde\ an; useful adjuncts. 

In addition to the annual published report and 
the detailed internal report, otl^r supporting 
schedules should be prepared for those responsible 
for carrying out specific functions, such as the 
director of auxiliary enterprises, director of a 
fund-raising program, superviser of construction 
projects, investment manager, and directors of re- 
search programs and activities. 

Interim RsroRTs for Internal Use 

The form, frequeiKy, distribution, and content 
of reports for intental use vary among alleges ami 
universities according to size and complexity. 
Every institution will find it useful to prepare a 
report each month comparing current funds reve- 
nues, expenditures, and encumbrances with bud- 
geted amounts. 
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Other reports for imiii^eii^t and tte goveni- 
ing tx>ard stmM Ik prejmred at regt lar intervals^ 
Examples of these are reports ^mcemtng restiKted 
current famls, research presets, gifts rmiv^ 
construction im)^cts, invetUOTies, ami cash &m. 
Reports freqi^tiy are prefmred lo show tremls 
in financial operations msam ol historteal data 
ccmitHned with pfojecti<m. Swh leiwrts are e^- 
ctally valuable wl^n imp^mant chai^ in <^ra- 
tions are being om^red. 

Reports (m ^pedal promts or areas (tf adminis- 
tratk>n shoukt be prepared as i^ected. &ich rqx>rts 
may ( 1 ) evaluate the imf^ ctf fund sour^ on 
the instituti<^*s activities and vice versa^ (2) c<»n- 
pare revenues from tuition ami fees {mid stu- 
dents reskiing within tl^ state with tlK»e paid by 
out-of •state stiKtents, (3) analyze procurement 
saui contracting procedures to asrartain whetl^r 
sufficient safeguards are maintain^ aiMi (4) pro- 
pose tl^ tiulirect co^ rates for ^XMisor^ pn^rams. 

Reports, usuaUy nK>nthIy, on transaetimis in in- 
vestments oi all endowment funds slKNild t» pre- 
pared and transmitted to the mana^r d the invest- 
ment portfolio, to tl^ inve^n^nt omunittee of tf^ 
governing board, ami to otter committees ami 
administrative officers of the institution. Discus- 
sion of the measurement of investment results 
may be found in Chapter 4:2, ''Investment 
Management.** 

Of^rating reports should be prepsr^ at least 
monthly for each auxiliary enterprise, hc^pital, ami 
imkpendent operation. Reports for some activi- 
ties« such as food i^rvices and the o^ge stem, 
may be require at more frequent intervals. 



Batan^ steets diouki be prq^r^ perbdically 
— for current fuiKls Bi teast— dKiwii% current-date 
tmlances ccmiparcd with tte »me date a year 
earikr. Ttese oateo^nts are importam to facilitate 
tte re^ured mveOlam^ ovct r^vabks, unbilkd 
chai]^ (teferred charges, in^tories, payables, 
and deferred cr^ts« Daify reports of cash Iml- 
ai^es as well ^sh le^j^ and disimrsea»nts 
are n^essary to tte proper exercise <tf treasury 
resp^msitMlities. 

The duef husii^ <^teer ^HMild provkte thme 
internal reports that are nceikd and mo^ effective, 
slmild be alert to the needs tte go^vming txiard, 
its ccfflunittecs, mid the ^Iminktrative oflkers, and 
furnish them with reports that will omtribute to 
elfectiw man^ment He should uk every c^^r- 
tuniQr to edi^te tl^ ^>wmii^ board and admin* 
istrators coiKeniing the ccmtent and meanii^ <rf all 
finandal reports so that the reports will be rmist 
useful. Any internal reports that do ncrt facilitete 
planning, operating, controlling, or evaluating 
should be di^^ntmued. 

Integration of Reports 
WITH THE Accounting Cycle 

There is (xmtinu»il nmi in the division of busi- 
ness affairs to examine different of^rations and 
^vittcs. In order for financial reports to serve 
their purposes roost effectively, tl^y must be 
plani^ and scheduled as a rc^lar |:^rt of 
countji^ i^tivitfcs, ratter than re^t from frequent 
emeiigency requests. Tte divbkMi must be staffed 
acfequately to prepare the needed interim reports 
Md tte annual ref^. 
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Chart of Accounts 



A SYSTEMATIC CtASSlFtCAT^ Of f^CCHtntS is 
. an e^Skcntial part d an ucountii^ system^ Hie 
i»x>unte &toukl be (fevdopcd to be compatiUe 
with the ofguntzaticnai stnKttire ci tiK institutksit 
ami their form ami content stould tn; arrant in 
^reen^t with tl^ finai^ai repeats to be 
presented. 

The arran^smient shcrnld formalized in a 
chart of :)ccounts, and for ease of icfentiikaticm ami 
referei^, each account should be a^u^ied an 
a{^ropriatc ante number or symbol. Ga^ificaticni 
^uld be according to tl^ funds aiKl fumi groups 
oi the institution), as (kscribcd in the pre^ding 
chapters of Part 5. Within each fund group* tl^ 
accounts should be listed according to assets, lia- 
bilities, and fund balance accounts. 

Tlw illustrative chart oi ^counts for a allege 
or univer^ty presented below shows thc^ amounts 
usually foui^ in the geKral tedger or carried in 
subsidiary ledgers with ai^^ropriate contriri 
counts in the gei^ral ledger. This chart is presented 
as a guide for institutions in ctevelqring their own 
detailed charts of amounts and to help them set up 
their counts in conformity with the priiKiples of 
amounting and reporting presented in the pn^^ 
ing chapters of Part 5. The system of ^counts 
may be expanded, contracted^ or modified lo meet 
the needs of the individual institutk>n and to con- 



form to its cH-^nizaticmal stn^re, iHit in any case 
it shouU inrorporate tltt baste etem^its ccnnmoa 
to ail edi^tional in^ituti<n». 

In ik^gning or revising a chart (rf Mccmnte, the 
aide numt^rs or symbols assign^ U> tte wccmnts 
shouU process in a fc^i^ order. B^use eadi 
fuml ami fund group is cankd in the ^counting 
re^Kds as a separately t^an^ group, the ac- 
oHints in my given group stouki be assij^ted a 
^Kk numter that, periiaps a {prefix, ^nt^s 
that fund ^oup— for example, all a^ountt related 
to current funds should be identifi^^ as su«h; all 
^counts for plant fumls shoukJ be identifiable as 
such. Similaiiy, within the fund groups, consistent 
code numbers should identify subgrraps, assets, 
liaUiittes, and furni tmlaiKes. For re\^ue ae* 
counts, code numbers or symbols an be used to 
kientify sourc For exf^nditure amounts, code 
numtH:rs or symtK>ls can be used to identify func- 
tions, organizational units, projects, programs, ami 
objects of expenditures. TN individual fund iden- 
tity should be an integral part oS the fund l^lamre, 
revenue, and expenditure ^ount codes. 

In devetofHng a chart of acoiunts, it is imfK)rtant 
to exercise economy in tf^ use of digits and char- 
acters for code numbers, to f^an a lo^cal arrange- 
ment for the charts ami to make ampkr provisicm 
for future expanskm o( ac^nt numbers. 
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General Ledger Accounts 

Asset AcomM 
Cash 

Petty Cftsh 
Invest mcnii^ 

Accounts Reccu ahtc — tU'taiU J a% m^t^lcJ, /i*r example: 

Stufteits 

Hospital Patients 

(k>vemmental 

Unbilled Char^ 
NiMes Receivable — tivtailcd as needed 

Alkmance for tXHjbtful AcciHinis ami Nmc* — vredit balance account asxtwiated 

with each type of receivable 
lrventarie« — -detailed as needed, fin- example: 

Cotie^ &orc 

Dining Hails 

Central Sores 

Plant Operation and Maintenance Supply Store 
Prepaid lleint* and Deferred ChixT^—detailed as needed 
Due front Other Fund Groups 



L^bBity and Fund Bdbmee Accomtts 
Notes Payabte 

Accounts Payable and Accrued Expetuies — detailed as needed 

Deferred Credits 

Deposits 

Dtie to Other Fund Ciroups 

Fund Balances — Allocated — detailed as needed, for example: 

Auxi{iar>' Enterprises 

Reserve for Fncumhrances 

Reserve for C^omputer Um? Sur^ 

Reserve for F;icutty Self-Imprcvcnn^nt Program 
Fund Balance — UnalkH^ated 
Operatinf: Accounts, The ftfllowin^ vontnd accounts in the f^eneral ledger for actual 
revenues, expenditures, and other changes are supported in detail hy Current Funds 
Revenues and Current Funds Expendintres and Other Chanftes accounts in stthsldiary 
ledgers. If desired, M'veral control accounts nuiy he provided in lieu of single control 
accounts: 

Revenueiw Control — credit account 

Expenditures and Other Changes Control — debit account 
When bud^^etary acanoits are carried in the f^'neral ledf$er, the following control 
accounts would appear in the chart of iu counts. They are supported in detail by 
Current Ftmds Revenues and Current Funds Expenditures and Other Cfmnges 
Mcounts in subsidiary ledgers: 

Ef^imated Revenues or Unrealized Revenws 

Expenditure and Oti^r Changes Allocations or Budget AUocati^ms for EJtpendi- 

tures and Otl^r Chan^ 
Unallocated Budget BaluJKe or Unassigmnl Budjeef Balance 



Cttrreot Fo»bi — R^itrkted 

these Ui counts are tit he uwd if the assets and liabiliiies of such funds are separated from 
those of Unrestricted Current Funds, 
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Asset Accm^i 

Cadi 

Inve^tmentfi 

AcctHiiit!i RcceivuhU: — iktuiled as nevJcd. A»r txampk: 
CovmtmtHital 
Other 

Unbilled Char^ 
Alknvuncc fiir I^uNfuI AccchuiIs — credit balance account 
Due from Other Fund Groups 

Accounts Payable 

to CHhcT Fund Grcmps 
Fund Balances — Allocated — deiailed ux needed, fur example: 
Rcficrx'e for Encumbrances 
Auxiliary Enterprises 
Fund Balances — Unallocated 

Bt^th of tlw fund Nilance ammnis nwy he amtn^ i^imnfs snppiwied hy separate 
subsidiary ledger acct*unis for em:h restricted current fund and for each type of 
fund balawe. Additional control (Kxxmnts nuty be provkied as required or de^red, 
Operatitt^ Accounts. Expetidititres of restricted current funds may be rec{^ed in the 
operating accounts of unrestricted cttrrent funds, in which case transfers of restricted 
current funds to currettt funds revenues iKctmnts would be mo^e to finance mch 
expenditures. When this is not done, operating acc^tnts for eorA current restrkted 
fund must provide far proper classificatitm iff expenditttres by oA/ec/, as welt as 
providing for appropriate categorization of sources of additions, deductions ifther 
than expenditures, and transfers to and from other funds. 

Asssi Accouote 
Cash 

Inve^ments 

Notes R^ivable from Students, Faculty, and Staff 
Allowance for Doubtful Loans — credit balance mrount 

Lbbffily Md Fnad fttesce Awmm& 

Accounts Payable to Coltecison Agencies 
Dt^ to Other Fund (iroups 

Refunds Payable on Refundable Government Grants 

Fund Baianccfi — Tliis may hi* a ctrntrtd m totrnt supptmed by separate subsidiary 
ledger aa ounts for each ftmd. Separate accounts should be carried to identify the 
siturces of ftmds asailable for U^ans, such as dimor^ and government'Testrieted 
htan funds, including ftmds provided by mandattny transfers required for matching 
purp^pses. unrestricted funds dt^ignatitl as loan funds, and funds retitrnable to the 
donifT under certain conditions. Accotmts to identify ailocatiims of fund balances 
slwuld be provided. Accounts may be maituaitted to Identify t^sources availaMe 
ftfr htatts to stttdents sepanttely from those for faculty and staff. 

EsdimiKSf asd Stad^ Ftfmb 
Asset Accotmte 
Cash 

Accounts Receivable 
Notes Receivable 

Allouancc for IX)ubtfu] Accounts and Notc^i — credit balance account 
Prepaid Items 
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In^'Oiimcntf — demited as needed. Uht example: 
Bonds 

Ail<mancc fw UnamontaHl B^ynd Premiunts 
Aliouancc fen- UnamortuUHi BcmhJ Dtscounts 
Preferred ISocks 

Mcrtga^ 
Real Estate 

Allowance for Depreciation — credit hahnce accohnt 
Due from Other Fund Groups 

UdMy airi Ftmd Babince AeofetmM 

The fund balance accounis slundd he clamfied as to EndtPWinent, Term Endownwnf, 
and QuashEnduwnient Funds, even though ^he investments of tlie funds may be 
nwr}ied in tme i^r nutre investment funtls, 
PayMcs^^etailed as needed, for exoiupk: 

Mortgages Payabte 

Notes Payable 

Accountti Payable 
Collateral Due on Securities Loaned 
Due to Other Fund Ci roups 
BaiaiKes of £mk>u nient Funds 
Batan^ of Term Endowment Funds 
Balances of Quasi*£mk>ument Funds — Unrest "icted 
Balances of Quasi-nndowment Funds — Restricted 

In ortkr to differentiate between the hasances of funds for which the iwotm is 
unrestricted and thiw for which the income is restricted, the following twamnis tmty 
be employed: 

Balan^ of Endo^^-ment Funds — Unrestricted 

Balances of Emtowment Funds — Re^iicted — detailed as needed, for example: 
ProfessorUitps 
Instructional Departments 
Scholarships 

Loan Funds 

NiHe. The bakince% of term endowment funds also may be identified in this nwnner. 
Undistributed Ciasns and Losws on Investment Transactions — Separate accounts 

should he established ftkr ewh investment [Hh^. 
Undistributed Share Adjustments — S^'/^rate accounts should he established fi^ etu^h 

investment ihhA. 

Ktmity Life Imom Fttodi 

// the funds in this section are pimled fi^ investment purptises. accounts for the assets 
may he classified as shown below ft^r each investment ptK^, If any funds are separately 
invested, acvvunls should be set up ftn- the investment of such funds. 

Asset Aeeoim^ 

Cash 

Accounts Receivable 
Notes Receivable 

Allowam^ for DouNfu! Accounts and Notes — credit Mance account 
Investments— i/r/af/rJa.f needed, fiur example: 
Bomb 

Allowance for Unamortized ^nd Premiums 

Allowance for Unamortized Bond Discounts 
Preferred Stocks 
Common Stocks 
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Mortgage Nitfcti 
Real tMatc 

Afkt^iancc fiv fX-prcciutton — vrcJii hahm^e iKYc^im 
Due from Other FumI Ciiwips 

Accounts PayaMe 

Annuity Payments Currently Due 

Annuttks Payable 

Life InccHiie Payments CiurenUy Due 

Due to Other Fumlfk for Advances on Annuity Payments 

Due to Other Funds f »ir Advances to income Benefkiarics 

Undsstrihuted Inconre — Annuity Funds 

Undharihuted income — Life incon^ Funds 

Balances of Annuity Funds 

Baian^ of Life lim)me Fun^ 

Thc!^ may he mint! ucctwnh mpptfritd by suhsidhry hdfitr accounts fa.' 

fund. Within the two catcf^^t\ the occMnts tnay he lixied alphahetlcatty by 

name, (ht they may he classified in any other tnanner at the discretion of the 

institution. 

Undistributed Ciains and Uisses on Investment Transactions — Separate (^counts 

!duHild ht' established for each investment p^nd. 
Undistributed Siare AdjustnKnts — Separate accmmts shotsU he estaMisl^ed for eticA 

investment pind. 
Income* Expenditure, and Transfer AcccHints 

Income from Investments — credit accotmt, detailed by each agreement 
Es^penditur^ and Transfers — debit mrount, detailed by each agreement 

Asset AeeooM 
Cash 

Investments 

Receivables — detailed as needed 

Allowance for Doubtful Accounts — credit balance accoimt 
Due from Other Fund Ciroups 

Construction in Pn^ress — alternatively can be shown in Investment in Plant sub* 
group of Plant funds 

IMtiSHy ami ¥ma ^mee Acn^Bte 

Accounts Payable 
Notes Payable 
Bonds Payable 
Mortgagee PayabKr 
Dife to Other Fund (iroups 

Fund Balances — lhi\ may he a conlrul acttnint supported by subsidiary ledger 
accounts wltii h should difterentiuie bet^'ccn unrestricted and restricted Umds. 

Pteit Famb — Fombi for RemHub Rq^^iMste 

These accounts should be used if the assets of such funds are separated from (he assets of 
other subgroups of Plant Funds. 

Asset Aceomi^ 

Cash 

Accounts Receivable 

Allo^^ance for Doubtful Accounts — credit balance account 
Investments 
Dcpinifs wiih Trustees 
Due from Other Fund Groups 
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LfaifalUly ttfid Fund Bafaunre Accouols 

Aconint!! Payabte 

Due to Other Fund Groups 

Fund Bafanccsi — This niay he a control accouni siippttrted hy suhsidian* led^^er 
mxountx which should differentiate between unrestricted and restricted funds. 

Ptot Foods — FotHb for Rettremeiit of Imlebtedii^ 

These aa ounts should he used if the assets of such funds are separated from the a^ts of 
other suhuroups of Plant Funds. 

Asset Aeeoools 

Cash 

Accounts and Notes Receivable 

Attowano: for Doubtful Accounts — credit balance account 
Investments 
Deposits wilh Trustt^ 
Due from Otl^r Fund Groups 

Uid^ty mi ¥mA Ikiba^ AcctmeftA 

Accounts Payable 

Due to Other Fund Groups 

Fund Balances — This may be a ctfntrol account supported hy subsidiary ledger 
accounts which should differentiate between unrestricted and restricted funds, 

Ptot Foi^^mest^fit in VkMt 

Asset AcsooMs 

Land 
Buildings 

Allowance for Depreciation — credit luihuwe accotott 
Improvements Other than Buildings 

Allowance for Depreciation — credit balmce account 
Equipment 

Allowance for Depreciation — credit balance account 
Library Books 

Art Museums and Collections 

Construction in Prepress — alternatively can be shown in the Unexpended Plant 
Fimds subgroup of Plant Funds 

LfaMHy Fuod Bab^ Accoo^ 

Accounts Payable 

Notes Payable 

Bonifc^ Payable 

Mi^gages Payable 

luraseholds Payable 

Due to Other Fund Groups 

Net Investment in PUni^^etailed as needed 

A^ocy Funds 

Asset Aceo&i^ 

Ca^ 

Accounts Receivable 
Notes Receivable 

Allowance for I^ubtful Accounts and Notes — credit balance account 
Investments 

Due from Other Fund Croups 
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Lbbffity Accoimts 

Account!! Payable 

Due to Oihcr Fund Ciroupn 

Deposit LUh\l\iics—Airoiuux for each asency fund should he carried either in me 
general ledger or in suhsidiary ledgers^ 



Current Funds Revenues Accounts 

(Separate Rcstrkrted and Unresirwted Account) 
Ta^ra Qiai Fee$ — detailed as needed 
Feitoral Appropifaitioiis 

Local AmHO|iiiatioi» 
Fedefsl Granto md Co&lracis 
State Cnmte C<mtracte 
Local Gmts ^ Cmrtn^ 

Private Gite, Gmfts, aad dmtns^— detailed as needed 
ESMlowm^ detailed as needed, for example: 

Inconw from Funds Held by Other* Under IrrevocaWc Trusts 
Sales asd Services of Edsca&mal Acfivities--^/a//^ as needed, for example: 

Film Rentals 

Tenting ServiMs 

Home Economics Cafeteria 

Demonstration Schools 

Dairy Creameries 

Food Technology Divisions 

tete ^ Services of Aitxi^y tA^rpth»^etailed as needed, far example: 

RessikMice Hails 
Faculty Housing 
FcH>d Services 
College Union 

Additional reventie accounts may he estahllshed for sources of sales, types of prmiucts 
and services, and cash and interdepartmental sales. 

Sato ami Services of HiH^fS/lab— detailed as needed, for example: 

Daily Patient Services 

Nursing Services 

Other Professional Services 

Health Clinics // an inte^fvl part of the hospital 

C^ter Smirces — detailed as needed 

IfHtef^iutent Opm^k^m-r^etailed as needed by organizational units 

I* J 
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Current Funds Expenditures and Transfers Accounts 



Cunvnt funds expenditures accounts should 
bear identifying codes and symbols that will iden- 
tify functions, such as Instruction, Institutional 
Support, and Sclwlarships and Fellowships; iden- 
tify organizational units, such as Department of 
Physics, Controller's OHice, and Registrar s Office, 
and identify the object of expendituivs, such as 
Personnel CompensatiiHi, Supplies and Expenses, 
and Capital Expenditures. If desired, interdepart- 



mental purchases, as contmsted with purchases 
from external sources, also may identified by 
code or symbol. The object ^ing and symbols 
should be cksigned to provide for common usage 
of the objects throughout the entire chart of ac- 
counts, although, of course, there will be individual 
object codings that will used only for particular 
functional categories. 



EitncatianaJ and Geaeral 

Ai'i aunts hy divisUms. scluHils. colleges, and departments of instmctum following 
the administrative ifriiunizatiim of the institution. The four functional subcategories 
are: 

General academic instruction 
Occupatiofiui and vocational instruction 
Special Mrssiun instruction 
Community education 

Reseanrh 

Accounts hy individual projects, classified hy organizaiional units. The two func- 
tional suhcatcfiiPries are: 

Institutes and research centers 

Individual or project research 

Poblk Sm ke 

Accounts hy activities, classified hy type of activity, such as: 
Community Service 
Conferences and institutes 
Cooperaifve t:\temiim Service 
Publte Lectures 
Radio 
Television 

Academk S^ppoil 

Accounts hy activities, classified hy type of activity, sttch as: 
Academic Adminisiitration and Personnel Development 
Audiovisual Services 

Computing Support (excludinf^ administrative data pnK-essini^h itnless distributed 

to using activities 
Course and Curriculum I^velopment 
C^monstration Schools 
iJhraries 

Museums and Galleries 

SlB^9t Seffvfces 

Accounts hy activities, classified hy type of activity, such as: 
Admissions Ofl^ 
Counseling and Career Guidance 
Cuttura! Lventn 

Dean of &ucknts ^ ^ m 
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Financial Aid Administration 

Health and Infirmary &rviccs // noi an ifiiegml pari of a hospital nor operated as 

an essentmlly self-supfkn'ting operation 
Intramural Athlcttcsi 

Intercollegiate Athklic* // operated as an integral part of department of physkal 

education and not essentially self-supporting 
Registrar 

Student Organixations 
Remedial Instruction 

Inrttt^m^ — detailed as needed, for example: 

Governing Board 
Chief Executive Oflke 
Chief Academic Office 
Chief Business Offi» 
Inve^ment Ofl^ 
Legal Counsel 

Administratis^ Data Processing 
Alumni Office 

Auditing, intmuU and external 

Safety 

Security 

Catalog!^ and Bulletins 

Commencements 

Convocations 

I^veii^mcnt OffiM 

Employee Personnel and Records 

Fund Raising 

General Insui^nw other than Property insurar^ 

Interest on Current Funds Loans 

Legal Fees 

Memberships 

Printing 

Provision for Doubtful Accounts and Ncrtes 

Publications 

Public Relations 

Purchasing 

Service Departments 

There should he interim iwcounts for all organizational tmits cliosified in this 
category: these occoHn/s should be closed out at the end of etwh fi^al year. 

S^ace Management 

Telephone and Telegraph unless charged to departmental budgets 
Transportation including motor pool, unless operated as a service department 

Oper^ion and MafaHesance irf Pfauit 

Accounts for all organizational units attd functions, swh as: 
Administration 
Custodial Service 
Maintenance of Buil(Un^ 
Maintenance .of Grouncb 
Utilities 

Trucking Services 
Fire Prot^ion 
Fu^Tty Insurance 
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Financial AcrotMiNo and KiKmiiM. 



Schote^ip^ and FetfciHiiAI|H 

Accounts as nevdvd and desired for \eholar\lups, feUowships, grants-in-aid, trainee 
stipi*nds. prizes, and awards. 

Tuition and Fih: Rcnii^«kton% unless proptriy vlassified as staff In'nefit expenditures 
AiroufUs may Ih' %et up for instructional divisions and departments, such as: 

Schoo! of Medicine 

Department of Physics 

l^latt^H^ Trmrfm, Edwalkmil Geoend*— </f/£r/7€'i/ to s/unc suhcatepiories, such 



Pro\ i^ion for Debt Sen ice on tducatiofial Plant 
Loan Fund Matching Grant^i 

No8maibU»>' Tramfers, Edwatfcmal G^^d (to and from) — detailed to show 

sif^nificant suhcatenories. such as: 
Loan Fundt» 

Oua%i-bndi^M nient Funds 

Appn^riation on Securities of Enikywrnent and Similar Funds 
Plant Funds 

Rene\^ais and Replacenh?nts of Piant Assets 

Additions to Plant Assets 

Voluntar> Payments on IX'ht Principal 

AttdKar>' Entorprfees HospHab, ami Iitdepcfident Operations 
Aoxfl^O £iiler|»fce« 

Accounts as needed atid desired for such enterprises ax included in the Current Funds 
Revenues accounts. 

Provision should he made for identilication of mandatory and nonmandatf^y 
transfers — to and frotth—hy sii^tiificant subcategories. 



Accounts as needed atul desired. Provision should Ifc tnade for identification of 
tnandalory attd tumuwndatory transfers — to and from — hy sigttificatU suhcategories. 

Independent (^^emtfoas 

Acciumts as needed and desired for €irf^nizotional units. 

Provisiim should he made for idcniificatiim of tptandatory and tununandatory 
transfers — fa and frotn — hy si^inificant subcategories. 



HospH^ 
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Classification of Expenditures by Obj«;t 



The object classification of expenditures identic 
Acs that which is received in return for the cxpen* 
ditures. Object classiikatkm h^ tm{K)rtafice as a 
tool for internal managen^nt, but should be con- 
sidered complementary to the clasMlicatton of ex- 
penditures by fui^tion ami or]ganizational unit and 
should not replace the^ classifications in tl^ 
various schedules of current funds expenditures. 
The value of object classification will defend on 
the usefuitH»s of tl^ information it provkies to 
management. The elassi&atbns may Ix; cnnit^ 
from published fmancia! rcp(Mt$ or tl^y may 



used to any degr^ consideied desirable by the 
institution. The use (rf object classifkations and the 
related identifying cckJcs ami symtx^ls should not 
be carried to an extrcnu:; the number categories 
should limited to those that will be of signifi^t 
value to management 

Three major object classifications are found in 
mo^ colleges and universities; Personnel Ccnnf^n* 
sation^ Supplies and Exf^nses^ ami Capital Ex- 
penditures. Br^kdowns of obj^ ^thin tl^ 
major categories may be ne^ssary or desirable in 
some situations. 



Thi* claswification includes salaries, wages, and Jrtaff benefits. In the various salary and 
wage expenMT accounts, it may he desirable to distinguish N^iwcen groups of faculty and 
other staff memters, such as full-time and part-time penrtMincI; sluitent and nonstudent 
uwkers; and professional secretariat, clerical, j^kilted, and nonskslled employee Appro- 
priate code numbers and symMs within this categctfy will aid in Ic^tifying, coltecting, 
and summarizing infmmation. 

&ij^es aad Ex|KW» 

Because of their geiurral stgnttkance to ncariy all organizational units within an institu- 
tion, it may be bencfkial to i^ntify significant categories of these expenditures, such as 
supplies, telephone* travel* and contractual service. 

C^sHal Gqienditoies 

Tte foltewing obpjct categories within this cla^flcation (which inclucfes holh addittms 
to and rcMwals and replacements of capital assets) may prove helpful in the accounting 
and reporting s>-stcms of educational inMitutions: scientific equipment, laboratory appa- 
ratus, office machines and equipment, library books, furniture and furnishings^ motor 
vehicles, machincr>' and fools, building remodeling, minor construction, and livestock. 
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COLLEGE AND UNIVERSITY BUSlNliSS ADMINISTRATION 



Illustrative Exhibits 



TH£ FIGURES uscd in tt^ accmnpanytt^ exhibits are iUutfrative cmly ami are not 
intemted to indicate aiiy relatim&hip among ^counts. Tt^ summary ^nifi- 
cant accountii^ {K^ides and mHcs to financial statcn^ts relate lo the iUus^th^ 
statements. Modif^iions stwukl be m^ thereto as ai^ropriate to ^ual 
circumstaiK^. 

Material from the Industry Audit Gui<k, Audits of C<rile^5 and Universiiks, 
copyright 0 1973 by the Amerk:an Institute of Certified Public Accountants, Inc., 
is adapted ^th permis»on. 



210 




[218] 

• 211 




[219] 

212 



f. n ^ tr. im 

f4 



lilll 



3 



n 



s 



§1 



^, fm, mm m ^ ^ Fk fi^ 



9^ 



§1 



^2 



8 



^ p ft 
r** fM Se o 



II 



si 



li§| I 



llilllll II 





[222] 



2l3 



I§ 



p p c> e» 
S 5? 



Si 

8^ 



er i 2 

K 



I 



g i ^ 



I 



I 



I 



f 




?- « » 



I 



ERIC 



[223] 



5:7 



FiNANaAt AcCmJNTlNQ AND RePCMITING 



Sample Educational Institution 
Summary of Significant Amounting Policies 

June 30, 19 



The significant acoHinting poltcks followed by 
Sample Educaticmal Ii»tituti«i are <kscribed be- 
low to enhance il^ usefulness of tite financial state- 
ments to tl^ reader. 

Accrual Basis 

Tt^ fiimncial statements ctf Samj^ Edimtkmal 
Institution have been prcfwed on ti^ accrual tm^s 
except for depreciation acoMntii^ as explab^ 
m nMes ! aiKi 2 to tte fimi»al ^toemrats. Tl^ 
^tement erf current funds reveni^ exp^ituics, 
and (Hhcr changes is a staten^t erf financial a^iv- 
ities of current funds related to the current report- 
ing peri<xi. It does not purport to present tte re- 
suhs (rf q)eraticNB or tl^ t^t ii^mie or tor Htm 
fmnod as would a statement <rf ii^Mi^ or a state- 
n^nt ot revenues and experts* 

To tte extern that cum^ fumis are used to 
finaiKe plant assets, tl^ amcHints so fHOvicted are 
accotinted for as (!) exj^nditures, in tte case of 
normal replacement <rf movabte equipment and 
library books; (2) mamlatory transfers, in the case 
of required provi^cms debt amortizatkNi ami 
interest 8Ik! c . tipn^t n:newal aiHi repl^ment; 
aid (3) transfers of a nonmamiatory miturc 
all other cases. 

Fund Accounting 

In order to ensure observaiKe erf limitations and 
restrteticms placed on tl^ u^ erf tl^ re»ttr^ 
availabk to tl^ InsHtuticm, the grants erf tl^ 
Institutkm are maintained hi accemlai^ with t^ 
principles erf *^uik1 ^rountii^.^ This fs the pro- 
Mdure by which .xeseniicn for ^ems purpose 
are classified fe>r accemnthig and reporting pur- 
peises into funds that are in ^ccmlai^ with activi- 
ties or objectives specifted* Sef^rate Mcenints are 
maintair^ for each fund; however, in tte accenn- 
panyii^ finmicml statements, fumis that ha^ shd- 
lar charKteristks l»ve been ^nnlrii^ hito fuid 
groups. Accordingly, all finai^ial transactions have 
been reo^rded aiKl reported by fuml grcnq)* 



Within ci^h fund group, fumi Imla^s reuricted 
by eiutsidc semr^ are w imtorted aiKl are dls- 
tii^isi^ fum unrestr^ed fuiKls allocated to 
spectf^ {Hirposes by actieni erf tte govemii^ beMud« 
Eternally r^trict^ funds may c^y be utifized in 
accemhmce with tt^ purposes cstaUished by tte 
scHirc^ erf si^h fumk and are in cemtrast with mi- 
restrkted fuiKis over whkrh tte governing be^ard 
retains full cemtrcrf to u% in ^hieviiQ any erf its 
institutkmal pur(K>ses. 

Endovunrat ftineb are sub^ to tb^ ie^rictkH» 
of gift instruments requiring hi perpetuity that tte 
princtf^l be invested aiul the hmane otAy be util- 
ized. Term enetowment funds ai« simihir to 
eiutown^nt fuids cx^rpt that upem the passage erf 
a stated periexi of time en* tl^ e^ccunence erf a 
particular ev^t, all or part erf tlte |»ii^i(»l may 
be expemted* While quasi-emiown^t fumb have 
been e^ablish^ by the govemii^ bemrd for tte 
same fxirposes as emtowment fuiMfe, any j^yrtiem 
erf quasi-eneJowQ^t fumb may expeiie^ 

Ail gains and tosses arisii^ from tl^ rafe, ceri^ 
k^ieNi^ or e^her eliqxmtiem erf inve^n^nts ami 
iMher nemca^ a^s are ac^nmt^ for m the fuid 
which owned swh assets. Ordinary inomie eferived 
from investments, receivables, aiKl ti^ like h ^ 
ceHinted for hi the fund owning si^h as^ts, exce]K 
for income derived from Investn^ts erf emknv- 
mem and similar funds, which incon^ is acoNinted 
for in the fuml to whbh it is re^rteted ew, if unre- 
stricteel, as reveni^ in unrestrkted current fiu^ 

All other unrestricted revenue is accounted for 
in the unrestricted current fuml. Restrkted gifU, 
grants, appropriatiems, emknvment Ii^chtc, and 
eHl^r restrkted resmirees are accemnt^ feH* in the 
aj^rc^riate re^rkted funds. Restrkted cunem 
funds ai^ repemed as revcni^ and expeiKiitures 
when expciKkd for current operating purposes. 

Other SicNiFiCANT Acren^NTiNC PottaES 

Other ^gnifkant ^OHinting f^riicies aie stt 
femh hi tl^ financial staten^ts and tl^ nertK 
tiurreto. 
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Sample Educational Institution AVJUIABLE 
Notes to Financial Statements 

Juiie30»19 

I. Invcstn'cnts exclusive (rf physical plant are rccorckd at a>st; inv^tments re^vi^ by 
gift are carried at market value at the liate oi ao^uisitkm. Quoted market vaii^ <rf 
investments <nll marketable securities) of the funds indicated were as fcAows: 

Current yem- Prior 

Unrestricted current funds $ S10,(XX) $ 390,000 

Restricted cuncnt funds 180,000 165,000 

Loan funds 105,000 105,000 

Unexpended plant funds 1,287,0(X) 1,^,0(X) 

Renewal and replacement fumk 145,0(X) 285,(XX) 

Agency funds 60,000 20,000 

Investments of endowment and similar funds and annuity and life if^ome funds are 
com{H^cd of the foUowing: 

Carrying 
Current year Prhr yem' 

Endown^t ami similar funds: 
Corporate stocks and bonds (approxinmtc mar- 
ket, currrat year $15,0(X),(KX>, prior year 

$10,900,000) $13,000,000 $10,901,000 

Rental propertkrs — less accumulated 
depreciation, current year $5CK).(KK), prior 

year $400,000 900,000 899,000 

13,900,000 n,8oo,6oo 



Annuity fumb: 

U.S. bonds (approximate market, current year 

$200,000, prk>r year $100,000) 200,000 1 10,000 
Corporate stocks and bonds (approximate 
mitf ket, current year $3,070,(XX), prior year 

$2,905,000) 3,060,000 2,90(),000 

3,260,000 ~ sSfOiXK) 



Life tncmne funds: 
Municq>a! bonds (approximate market, current 

year $1,400,000, prior year $1,340,000) 1,500,000 1,300,000 
Corporate steaks and bonds (approximate 

market, current year $650,(XX), prksr year 

$400,000) 545,000 440,000 

2,045,000 1,740^000 



As^-ts of ctHk)wment funds, except nonmarketable investments of term emtown^t 
having a book value of $2(X)«(X)0 and quasi-ciiikiwment havmg a book value (rf 
$8(X},0(X), are pooted on a market vali» bmis, with each indivklual fuiki subKribtng 
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Financial Ac-countino and Rlporiino 



to or disporting of units on the bast«< i>f ttk* value per unit ut market value at the l^gin- 
ning of the calendar quarter within which the transaction takes place. Of the total units 
each having a market value of $15.00, MXKOOO units were owned by endowment, 
2S0,0(M) units by term endownunt, and 1 20.(XK) units by quasi-endowment at June 
30. 19 

The following tabulation summarizes changes in rclatwnships between cost and market 
values of the potted assets: 
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Pooled Assets 



End year 
Beginning of year 
Unrealized net pim 

for year 
Realized net gains for year 

Total i^t gains for year 



Market 

$15,000,000 
!0,900«000 



Cost 

S13,000,IX)0 
10,901,000 



Net 

(Los^s) 

$2,000,000 
(UOOO) 

2,001,000 
159.000 

$2,160,000 130 



Mm^et 

per 
Unit 

$15.00 
12.70 



The average annual earnings per unit, exclusive of net gains, y^te $.56 for die 3^ar. 

2. Physical plant and equipment are stated ut cost at date erf aequtsitbn or fair value at 
date of dbnation in the case erf gifte, except laml acquired prior to 1940, whkh is 
valued at appraisal value in 19^ at $3(X},(NK). DeprectaticHi on f^ystcal {dam and 
equipment is not recorded. 

3. Long-term (telH inclwte: bomb payat^ due in annual msiuUments varyi^ from 

$45,000 to $55,000 with faiterest at 5% %, the final installment being due in 19. , 

collateralized by trust iiufenture a>^^rii^ land, buikUngs, ami equ^>m^t known as 
Smith dormitory carrk:d in the accounts at $2,500,000, ami ptedged revenue from 
the operations of sa^ dormitory; and nK^tga^ payable due in varying amounts to 

19 with interest at 6%, rallateraUz^ by pit^rty carr^ in tl^ aca»ints at 

$800,0(X) and pled^ revenue of die Student Unkm amounting to aiqm)ximately 
$65,(X)0 per year. 

4. The Institution has certain contributory pcnsbn plans for academic and nonacademic 
personnel Total pension expense for the year was $350,{MX), which inclu<tes amorti- 
zation of prior service cost over a periml of 20 years. The Institutkjn's poltQr fe to 
fund peasion costs accrued, including periodic funding of prior years' accruals not pre- 
viously funded. The actuarially computed value of vested benefits as erf June 30, 
19 exceeded net assets of the tension fund by approximately $3(K),0(X). 

5. Contracts have been let for the ccn^truction of additional classroom buildings in tl^ 
amount of $3,000,000. Constnictfon and equipment arc estimated to aggregate 
$5,(XM),0(X), which will be finamred by available resources and an issw of boocte |^y- 
ablc over a period of 40 years amounting to S*'^,(XX),0{K». 

6. All interfund borrowhigs have l^en macte from unrestricted funds. Tl^ anraunte due to 
plant fumfc from current unrestrkted funds are payable within one year witlKiut inter- 
est The anK>unt due to loan funds from current unrestricted funds is payable currently. 

7. Pledges totaling $260.0(X), restricted to plant fund uses, are due to be a)ll^ed over 
the next three fiscal years in the amounts of $120,000, $80,000, and $60,000, respec- 
tively. It k iK^ practicable to estimate the net realizable vali» of such pl^^. 
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that has given College and University Business 
Adnumstntion its auttority. The A^ociatkm 
Mknow^ges sp^fkally: 

1. Persons who j^idpated in tl^ revision in 
apfH)intive c^iacittes, as autikm, numbers 



of evaluaUcm groups, repr^ientiuives ctf ottier 
asMciations, members ^ Assodattoo ccmi- 
mittees, or con^ihants. 

2. Persons wIki, as re^rs erf nramiscilpts dur^ 
ing expc^re pro^^es, crnmH^^ writttn 
^nmrcntt on or critiques of tb& draft texts 
siUnnitt^ to ttem. 

But even as it att^npts this broad ackmiii^g- 
n^t, the Assodatiim is aware that there ckmbtless 
are Mill others, unkfentiled, whose asss^an^ was 
te^ formal but nevertl^le^ importent To th»i 
goes a ^^nU expres»<Ki <rf tittnks. 



Part 1: ^j^ess ADMimsntAHC^^ w 
Higher &h7cation 

Contributors arui Partidpmts (Autfum of Origirud 
Drafts^ Mem^rs of EvidmOlm Subcommittees, 
and Members of ExiH^sure Foneb Submitting 
Comments in Writing): Howard R, Bowen, The 
Claremont Ccriteg^; J. R. Kick, Los Angles Om- 
munity C<dl^es; A. Dean Bi^ianan, CatifcHtiia Ludi- 
eran Coltege; Ei^ne E. Cchsn, Unh^rsity of Miami; 
Edward K. Cni^h^« SwarthnK»^ Cdl^; F. R. Ford, 
Purdw University; John L. Grr^ Jr., Renssda^ 
Polytechnic Institute; Norman H. Grcm, University of 
C^if<»iita; J. Leslie Hicks, Jr., Denisms University; 
DOTaU S. Holm, Jr., Univmity of Missouri; M^ M. 
Huntsin^. Washington University; Gec»^ Kaludis, 
Vanderbilt Univ^^ty: D. R K^sey, Albri|^ Cel- 
fe*ge: Reuben K. Uh^az, University of Wiscomm 
System; Thmias A McGMy, Ccdumlria Univervty; 
W. N. McLau^Iin, Unh^er^ of Or^cm; J^ P. 
Mw^k^ Komrd Comrounity Cd^p; Hardd M* 
Myers, I^xel University; R E (XIvct, Unh^mity of 
Michigan; Clarence Scheps« Tulane Univeraty; Fred 
S. Vmang^*, Univmity of Ari^ansas. 



Part 2: Administrative Management 

2 : 1 Institutkmal banning 

Tte manuscript f» this dm{^ «ms »ibmitted by 
R. Otin C<m^ of GaUaucfet Cc^ege« on bdialf ot 
tim Soctety for Orf^e ^id Uni\«rsity nanning* 

Contributors and Partidpmts (Authors of Origimd 
Drafts, Meml^rs of Evdtmtion Std^cmmittees, 
and Members of Ex^mre Ptmels Submitting 
Comments in Writing): Edwin O. B^gs, Brevard 
Community Cdle^; Frank R. Boretot« Jr.. Case 
W»tem R^^i^ Univer§ity; J. R. Bitek, Los Angetes 
Cimimunity Cd^es; Rob^ L. Carr, Evargr^ &ite 
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Coltege; W. Carter Chtktre^ Virginia CofiuiHm- 
wealth UnK^ty; R. Orin Cometl, GallaiHtet Cc^ 
te^; R. Cbrk Diebel, Texas A&M Uaii^ty: Jdto 
M. Dozier, Macale^ Cdtege; J. Hicks, Jr.. 

Denison Univmity: Koy O. Kaltenb^^, Marqitttte 
Univmit>; D. H. Kebey. Albright CcB€$s; Carl M. 
Ldiman, Bh^Ron Ccrf^; Josefdi W. McGuin, Uni* 
verity of California; Alten McKenzie, Ckegm De- 
partni^ of Hi^m Education; I^ui Ma^i, Lmg 
bland Univo^; iohn F. Mt^i^, Tufts Univ^ty; 
Louis W. Moetehcrt, Jr., UnivOT»ity of NwUi Carolina 
at Charlotte; Jo^ P Mc»^t Broward Cmimunity 
Cidlege; David W Mc^risroe. CalifcHnia Imtitt^ ot 
Tedsnc^igy; Leotis Peterman, Alabama State Uni¥tf- 
sity; C. T. Pettw, Peabody Institute; David W. 

University of Draver; John B. Price, Brown 
University; R. R. Reid, Whitman C^lege; D. L. 
Russell, University of Mmsissif^; Sam P. Satt^fi^ 
Okl^ioma ^te University; Joe L Saupe, Univmhy 
of Missouri; Clarence Sdief^ Tulaw Univ^isity; 
David M. &iiith« Uni\^ty of ^^nsr^; B. R. 
Vent^ Del Mar Coltege; Marwin O. Wrc^t^^ 
Lawrentt University. 



2:2 Mana^iwnt InfOTmation Systems aid 
Datarroccssit^ 

CmtribuiiN^ and Participants (Autfmrs of Origimi 
Drafts, Meml^ers of Evduation Subcommittees, 
md Memlfers of Exposure Pamls Submitting 
Comments in Writing}: Oknn Amtosen. Univmity 
of Nebraska; G^rge W. Bau^man, Ohio &ate Uni- 
versity: Joseph E. Callihan, N<»thr^ Institute of 
Techno^; Robert L. Carr. Evergreen &ate Cdtege; 
%Mm A roie. Setcm Hall University; Donna M. Den- 
fom Baylor University; J. A. Diana, &ate Univmity 
of New Yofk at ^my Brook; Ko$a D. Green, B>se 
&ate Univeisity; J. Udte Hicks, Jr., Deniscm Univ^* 
sity; Thomas E. Hoover, Mana^ment H<«izons, Inc., 
C<^umbus, (%io; W. J. Huste^ Unii^ty of Wis* 
con^n System; A. J. Jaeger, Uni>«rsity ot Soitthm 
Mississippi; George KaMm, Vandertnit University; 
D. H. Keisey, Albright CoUe^; W, S. Kerr, Nortb- 
we^em University; Carl M. Lehman, BlufflUwi Cd^; 
Loub R. Leung, Uni^^ty of New Me^iteo; Paul 
Magali, Long Idand Uni^^ty; Allen McKenzw, 
Oregon Departnmit of Higher Edt^ation; Jchn F. 
Morack, toward Community Colte^; David W. 
Morrisroe. Califcmiia Institute of Tedis^fa^; Ed- 
ward L. Pim, University of Nevada-Rrao; Howard L. 
RhcKtes, Univeruty of South Candina; O. J. RinMrt, 
Uniwrsity of Arkansas; Clamfe J. Rizso, Univ^ty 
of San FraiKisra; J^n C. Rds^tetm, Junkn* Cdle^ 
District ot Si. Loufe; Joe L. Sai^, Unimsity of Mk- 
smiri; Hm«y Sierer, Medical Unii^emty of South 
Carolina; David M. Smith, University of Pittdnu^; 
Charles R. Thomas, Coltege and Unimsity Systems 
Exdiange; Clas^sce E. WcdfingO', Hofrtra University. 



2:3 Ri^ Management aiKl ImuraiKc 

Tl» n^uscript fcM- this diafKer was submitted by 
Kanley R. Tarr, of Rubers Univmity, m behalf of 
the University Imuran^ Managei^ Associatim. 

NACUBO Insurtuwe <md Risk Mmmgement Com^ 
mittee (1972-1973}: DavM R. Baldwin, Temple 
Univ^^ty, ChairfMm John F. Adan^ Georgia State 
Univ^ty; Rdb&i H. Bamettt C^iwh^ Cdl^; 
AnthcHiy D. Laz^ro, Univmity of Southon Cali- 
fcmtia; Warrra R. Mai^n, Iowa &ate Univmity of 
&^ce and Tedm^t^. 

Cmtribat^ ^ Pmici^ts (Authors of Origind 
Drafts, Members of Evduaikm Sul>committees, 
mid Members of Ex^ure Pm^ &ibnUtting 
Cmnments in Writing}: O. D. Barksdale, Jackson- 
vilte Univmity; Edwin G. Begp, Brevard Ccrnimu- 
nity Cdt^; R^i^ B^ Stanf^ University; D. N. 
Btelto, CuyidK^ Omununity CcAege; Kent^ 
^own, KiKm C^ge; Jck^ E CalUhan, N(»ihnq> 
Institute of Technok^; Sherwood E. Carr, Univer- 
sity of Arixcma; En^ M. Omrad, Univer^ ^ 
Washington; V^ttlsam B. Qttl^, Foc^ll Community 
Ccdk^ District; C Russell <te Burto, Jr., Tufts Uni- 
versity; W. L. t^mswnUi, Uni^tity of OUalnmia; 
James R. GaUivan, Uniwrsity of lUincHs; Jchn I%ilip 
Goree, Ftoida Techmrfogical University; Jdin E 
H^^« Bay Path Junior Ccdtege; J. Ledte Hicks* Jr., 
Draisim Univoirity; W. J. Hi»teA« Ui^vmity of Wfe* 
consin Syrt^; Rtohard L. Jobtucm, Univmity of 
Washington; D. H. Keisey, Albright College; W« S. 
Kerr, N^thwestem University; H. Felix Kkiman, 
Risk Planning Group, Inc., Darten, Conn.; LawreiKe 
W. Larson* Mills Coltege; Cari M. Lehman, Blufftcm 
College; R. E. Marrkm, University of MtecHiri; 
Eihuoird W. Murrow. Univmity of C(4oi^do; Elmef 
Nix« Pima CMlege; Joe L. Sai^^, University of Mis- 
KRiri; Hart Satw, Virginia Military InMitute; Mark»i 
S^kter, Jc^ Brown Uni^^isity; J<4ui H. Stanfwd, 
University of California; J. Rcdmt &ilinar, Wd^er 
Odlege: ^anley R. Tarr, Rut^rs Univmity; Jidin L. 
Watsm, Ore^n State BcKird of Hi^r Education; 
Marwin O. Wn^ad, Lawrence Univmity. 



2:4 Admint^ratkHt ci SkKmscmd Program: 
Instn^tH^, Res^idu ami PuUic xrvice 

NACUBO Cimmittee on GovemmenUd Relati<ms 
(1972-1973}: Norman H. Gro^ Univmity of CaU- 
fomia System, Cttairman; John F. Adan», G^h^ 
S^te Univmity; R. L. AiuterscHi, Tte University of 
Texas Syoem; Harry L. Bako", Jr., Georgia Imtitute 
of TedtfK^^; Rotol T. Bako*, Califcntiia Institute 
of Tedmc^^; R. R tomi, Unives^ of Mtescmri; 
Max A. Binkley, Cckm^ State Unii^i^; Hmy E 
BrakeMI, Califcmla Uniwsity aiHl Cd^^; 
Eari G. L. Ciltey, Stanf^ University; Paul V. 
Custek, M^^ittetts Institute of Tednt^^gy; W, 
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Clycte Freeman, Texas UohwsHy System; A. B. 
Hicks. University of Midi^n; William S. Km, 
Nimfawestmi University; Ridiard G. Leahy, Harvard 
Unsvenuty; Jesw B. M<h^, Tidane UnW^shy; 
Rea^ A. Scuitock, Untvo^ty <rf Rmnsylvania; 
R^iert C. Stef^^mmi. CMto Uohw^; LbKte 
S. Wibon, Wa&hlogum Uni%^&iiy. 

C(mtribut(M^ am/ ParUdpmts (Aut^^ of Ori^md 
Drafts. Members of Evi^ahn Subamm^neeSt 
ami Members of Exposwe Paneh Subn^ttbig 
Camrfwnts in Wriiingl: AIIm W. Barim*, Univer^ 
of GeiMva; James A. WHssX, Mei^ Cc^^ <rf 
GeOT^; i. R. &idi. Los An^s Cmnmmity Cc^ 
fe^; RaynKNKi S. Bugmi^ CNik> State Univmky Re- 
search FoitmSatkm; ISxnesx M. Crarad, Umvershy of 
Washmglcm: George H. Dumn^, Massadmsetts lo- 
stititte of Techn^^; Paul Ebaugh« Pntttt)4vafiia 
State Univeruty; Rob^ N. Faimmi, Unim^ d 
New Hampshm; G. Willard Fm^ Unim^ <A 
Mtnn^ota; L. J. Frediafer, ^mfc^ Univ^iy; 
TiKNim E. Claw, LiNiisiaiia &ate Unimrity; Mar- 
g«i^ P. Greene, GeMge WasMngtra Univmity; J. 
Leslie HicKs, Jr., DeniscHi Unimsity; C. T. Jcdinscm, 
University of Mini^sota; E. T. JoHiffie, Uni^««ty of 
Iowa; E. J. Junk»', Jr., Mdiarry M^t^ CoI&^; 
D. H. Kelsey, Albright Coi^; Errost W. Lenett, 
(Mifo State Unlvmtty; Clark A. M^artMy, Uniw- 
sity of ScHttf^m Caiifomia; Jcdm C. R<4)a1smi, Jufto 
Ccrilege Kstrict of ^. Louis; Ji^n E. Sj^rirw, CAlo 
State University Researdi F<nmdaii<»i; C. J. Statbas, 
University of WteoMisin S^^stem; Gerald W. VtHMi^- 
Brink, University of Dayton; Jo^^ib C. Wagmr, Ball 
Slate University; Alton E. Wimto*, Univenity of 
Missfsstppi Medical Center; John E. Wise, Medical 
Unimstty of South Carolina; Raymcmd J. Woodrow, 
PriiKeton University. 



2:5 Legal Servtees 

Tte maniKcript this chapter was ^bmitted by 
Norman L. Ep^n, of ti« Califcmiia S^te Univmity 
and Col^^ cm bdialf of tte Natural A«octotkm 
of Ccdlege ami University Attormys. 

CoiUribiaars and t^kipants (Authors of Orif^md 
Drafts, Members of Evabmtkm Subamndttees, 
tmd Members of EJtposim Pamis Submittbig 
Comments in Writing): Martene L. Bar^d, Mcnmt 
Mercy College; K. C. Batdieior, West Gemgia Col- 
lege; J. Ruft» Bealte, Univ^s^ of Alatama ^r^m; 
R^rt L. Carr, Evergreen Stote CeSicgs; L. 
Carter, Jr., North Tessas &ate Univenity; Roc^^ 
K. Daane, Univer^ty of Michigan; James R. Dedcer, 
Wichita State Univendty; Get^ H. I^imnm, M^m- 
diusetts In^hute of TechmA^; NcMinM L. EpMdfi« 
Caiif<mia State Unims^ and Ccrf^tt; Rt^sert N. 
Faiman, University of New Hampshire; Cart M. 
Franklin, University of Southern C^iftmiia; W. C. 
Freeman, Texas A&M Univosity System; Ca^ L. 



Harra, Jr^ Hev/ard Uni^sity; J. Leslie Hicl», Jr., 
Denison Univmity; John P. Hcrftoway, Utiiverdty of 
Cc^mcto; C. T. Jtrfmnn, Uni^s^ of Mtiu^ita; 
E. T. Jofliffe, University of Iowa; NaihanM H. Karal, 
Heteew Vmm Cdte^4ew4di Ii^t^itt €d Rdigkm; 
Lloyd A. Kei^, Im&ana Univerrity; Enmt W. L^ 
gm, Ohio &ate Univenity; James E Maherly, Uirf- 
ver^ 0t Cwpw ChrM; VtOfltom S. Mason, Jr^ 
Pemtocrite State Univmty; Clay Maiq^ Uniwrsity 
of K»ti^y; J<rim F. Mmb^ toward CcmmisiRy 
CoO^; Rcrtwt M. 07^ Univmby of Cmdimati; 
iohn D. Piling Eckerd Cotl^; James J. RittCT- 
skan^, Jr., Va»ar G^e; N^ R. fisunqy, Ctes^ 
Univ^ty; Jute R. &aid^L AmMrcmg Slate Cdfege; 
C. J. ftathas, Unh^sity of W^(»^ Sy^m; Un^ 
& WItem, WaAif^M Univmity; RayniMd J. 
WocKfaxiw, Princ^ira Univmily; Marwin O. V^xd- 
^ad, Lawrmce Univ^iriiy; Jdtn F. Telto, ftiduid 
Unii^mity. 



2:6 ^udent Aid 

NACUBO Student Aid Ommittu (1972-1973): 
Uoyd A. Keteter, IiKtima Univn^, Cfu^imni 
Grant Curtk, Tufu Univo^; MTtttiam Jones, Nt^ 
Carolina Cen^ University; William H. McMfflira, 
West Virginia University; R* R. R^ Whitman 
Cc^ege, 

Ci^rtbutors a^ Pt^tidi^mts (Autlwrs of Qri^ud 
Drafts, Members of £vabiar/m SubcmnnUtteeSp 
and Members of Exposure Pimets Submittir^ 
Ctmmwnts in Writir^): J. R. Kick, Los Angeles 
Comtnum<y C-^liegtt; Paid Ebai^, Poinsyh^nla 
&ate Univ^^; H. Graves Ednumbcm, &^sm \}f&- 
versity; Robert N. Faiman, Ubiver»ty of New Hamp- 
idiire: Suzanne C. Feraey, Univmity of Washingttm; 
IxAb. J. Fmdi, W^ingum Rate Uni\msity; W. C 
Frmnan, Texas A&M Umwrsiiy Sy^em; Mark ffef« 
fran, Univmity of Cc&mdo; Kem^th W. Heik^ 
Eastern Mcmtana Orflegc; J. Leslie Hicks, Jr., Den- 
mm Univosity; C. T. Jirimson, Univ^^ity of Minne- 
sota: E. T. JoUiffe, Univarity of towa; D. H. Kdsey, 
AlMgJtt Colte^; Edwin O. McFarlane, Reed Cdtege; 
Dallas Martin, University of Ntftlwii CokH^ado; 
Alan P. Maynard, Brown U^msity; Cur^ R^fata!, 
Cokor Odtege; Charkes C. Rowe, J^»Mvine ft^ 
Univmity; DMakl R. Ryan, Cattfi^nia Univtf- 
^-San Jo»; R^pn A. S^titeck, Uoh^errity 
Pemmylvania; Oiartes J. Sieehan, University of New 
Mexico; C. J. &athas, Univ»^ of Wsnmsin Sys- 
tem; R^ard L. Tombai^ National ^odalkm of 
&»iem FmaMial Akl A^ini^ra^; J^ Wagi», 
Univmity of Wisonmn l^^m; J«qdi C. Wagiw, 
Ball Slate Ufihcrs^; William Walters, Indiana Uni- 
vmfty; Allmt fL Wliittte, TVoy ftide Univmity; 
L. A. Williams, Ti»kegee In^tute; Raymond J. 
WoocfrDw, I^n^on Uni^^«ty; Fmnk L Wii^t, 
Carieton Grik^. 
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2 : 7 PerscHincI Admi ntstration and 
2:8 Faculty and Staff Bcnvfits 

Tte manitscripc for **Personiiel Admtntiaratkm^ ws» 
submitted h>' Ariyn C. Mark^ of For Univemty. 
The manuscript for "FMuhy and Slaff Senate" was 
submitted by Russdi Rebier. of the Univmity of 
Michigan. BcHh submisskms are on behalf of the Cd" 
lege and University Persmnel A^iociatiM. 

NACVBO Persanwl Cammitue (1972^1973): 
Carl Kaiuen. Drake Univ^^ty, Chainmm\ Jerry An* 
(te^on, CiHiege and University Pmcmnd As8<^aUm; 
Wilbur Holiaday, Miami-Oacte Community Cd^ 
te^; Robert F. Kertey, University of Califmnia- 
Bcrkeiey; Mary M. Lai, Long Island Univmity; 
Bernard Mtntz. Bernard Barudi CoUege; E. 
Myers, Jr., Emory University. 

Contributes ami ParticifHmts (A uthtm of Origitml 
Drafts. Members of Evatuation Subcommittees, 
and Members of Exffasure Pat^b Submitting 
Camtf^nts in Writing): J<rfui F. Acfan^ C^c»^ 
&ate University; Hu^ P. Aveiy, Univmity H<h»- 
ton; Joe Baker, Meredith Ccdlege: Edwin C. B^gs, 
Brevard Community Coitege; A« Lee Univ^- 
sity of Missouri; Harold Bland, Ro<^wIt Unlveruty; 
E. E* Bretzman. University of Wiscofwn-Madimi; 
L« R. Brice, American Society for Personnel Admin- 
istrati<M]; H. LeRoss &owm, Uni^rsity of Virginia; 
A. Dean Buchanan, Califcmiia Lutheran Icrite^; 
Robert L. Carr, Evergrwn &ate Cdl^; E. C. Clark, 
Rutgers University; Ernest M. Conrad, University of 
Wa^ingt£M); William B. Cutler, Foc^ill C<munumty 
Cotle^ District; B. A. D^wyter, Univmity of South 
Carolina; Philip L, Davis, Univmity of Denver; Ray 
T. Fortunato. Pennsylvania State Univ^ty; Ro^ 
D. Green, Boise State Colle^; John H. Hargrove, 
North Te%as State University; Albert J. Hc^n, Uni- 
versity of RiKKte Island; Thomas B, Hogancamp, 
Murray Sate University; Harold Jaci4»en, Seattte 
Community Cidlege D»^rict; E, J. Junk>r, Jr., 
Meharry Medical Colte^; D. H. Kdsey, Albright 
Colte^; Allen McKenzk, Oregc^ De{4rtment of 
Higl^r Edwation: Arlyn C. Marks, Fordham Uni%^* 
sity; Keith L. Niicher, University of Kai^as; Jcdin A. 
Parkins, University of California; Le^is E« VnAu 
Eastern Mkhigan University; RiMell W. Re^er, Uni- 
versity of Michigan: John C. Robertson, Juni^ Cd- 
le^ District of St. Louis; Stuart H. Simpson, Kalama- 
200 Collet; Oiffi^d M. Van Busklilc, Wayne 
&ate University; Marwin O. Wnri^ad, Lawrei^e 
University, 

2 : 9 Later Rclatkms and ve 
Bargaining 

The manimcript for this chapt^ was suimtitt^ by 
A. Lee Belclm', of tte University of Mi^ouri, on 
behalf of the College and University Personnel 
Association, 
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NACVBO Personr^l Committee (1973-1974): 
C^ari Kasten. tM-ake Univen^y, ChairmiN\ John F. 
Adams, Geor^a State Univmity; Rob^ A. Ai^h« 
Univmity of Wii^imsin System; Max A. Binkl^. 
Cotomdo S^ate University; James H* Colvin. Uni- 
wrsity of Texas at Ai^tin; khn F. Emt^u, Yale 
University; Wilbur G. Holladay. Mtami-D^ dm- 
munity Ccri^; Rcben F. K^iey. University of Cali- 
fornix- Berkeley: R. Frank Mensd, Cdtege and Uni- 
versity i^r^f^ Assc^tkHi; Bernard Mint2, Bernard 
Bana:b Cdfe^: D. K. WtOeni, Cornell University; 
Linda S. Wil^, WashingtcNi Univeruty. 

drntributors md ParticifHmts (Authors of Origimd 
Drafts, Members of Evalmition SulKtmmittees, 
and Members of Exposure Panels Submitting 
Comments in Writing): A. Lee Beldi^, Untvmity 
of Missouri; Emroy E. &etzman, Univmity of 
WisoHuun-Madson: J. T. Brt^ton, University of 
H<Htstc»i; Neil S. Bucklew, Cmlral Michigan Univer^ 
sity: Rohm L. Carr. Ev^reen &ate Ccrit^: E. C. 
Clark, Rutgers University; James M. Coriey. Univer* 
sity of Califomitt*Berkeley; Robert A. Currte. David> 
son College; Timothy H. Czemtec, Barry Colte^; M. 
Wayne ttevk, Univer^ty of Alabama in Birmingham; 
niilip L. Dav^ University of Den^ George A. 
EvamHf, Univmity of Art»ma; C. Ndson Crete, 
Sctoolcraft College; J. Leslie Hicks, Jr^ DentscNi Uni- 
versity; An^ J. Hcrtmi, Uni^r^y of Rhocfe Island; 
M* C. Keith Jot^ Mercer County Community CcH- 
legei William T. Jc^efrfi, Viii^nia We^an Cottege; 
Ri^rt E. Keaw, University of Maine; D. H. Keisey, 
Albright College; Mary M. Lai. Long Island Univer- 
sity; Alten McKenzie, Oregon Defsorm^nt of Higher 
Edwatkm; John F. Mi^wk, Broward Community 
Ccdl^; Keith L. Nitdi^, Univeruty of Kansas; 
SosefA P. Nye, Columbia Univmity; Homer A. 
Oc^en, Florida &ate Univmity; J<^n M. C^ler III, 
EnHNy Univmity; Hubert B. Park^, University of 
Georgia; Lewis E. Profit, Eastern Michigan Univer- 
sity; Sanford Schneicto, Buriingtcm County Colle^; 
Morky Walker, Univmity of California System; WU- 
iiam M. Weinb^ Rutgm Univmity. 



Part 3; Business Management 

3:1 Purchasing 

The manuscript fo: this chapter was submitted by 
Eugera O. Ingram, of tf^ University of Michigan, 
behalf of tte NatkNial A^ociatim of Edt^tknial 
Buym. 

Cfmtributors ami Particif^is (Autfiors of Original 
Drafts, Members of Evaluatitm Subcommitt^s, 
oral Members of Exposure Panels Submitting 
Comtrwnts in Writing): Forrest L AbbcHt. Barnard 
Cdle^; R^ Ambae, N<^hem llliiu^h Univer»ty; 
Homer Ball* Univmity of Cdoraito; D. N. Btdlo, 
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venity of Topeka: Paul NesttN-, Univ^ty of 
tucky: Jacqueline H. Payne, Daltmt Junior Coltege; 
Raymond P. Pipkin, Memt^s State Univ^^ity; J«nes 
J. RItterskamp, Jr., Vassar Coii^; Jdui C. Roboison, 
Junior Colte^ District of St. Louts; Edward F. Smith, 
City University of New YoH(; M. T. Tradit, Illinois 
Institute of Technology; C. E. Wolfii^, Hofstra 
University. 

3:2 Auxiliary Enterpri^ C^gani^ Activi- 
ty ami ServiM Dc{»rtsiKnts 

The maniKcript fw this chapter was ndMnitted 
Reed Andrae. of Northern lllincHS Uni\^ty, cm 
bdialf of the National A»ociation of CaXhge Auxil- 
iary Services: with sections by Chester A. Berry, oo 
b^lf of AMOCtation of Cdle^ Unifms^Inta-- 
naticHial: by J<rfin C. Birched, of tlw University of 
Taine»ee, on bdtalf of the Natkmal Assod^kia of 
CdleRc and University Food Services; by Wdker 
BidK^), of Ball State University, m bd»lf of tlM 
Association of Ccikgc and University H<n»ing 
Offers: and by Russell Reym&b, en bdtalf of tlw 
National Associati«i of Ccrilege Stores, Inc. 

Contributors and Palid^tts (Authors of OrigimU 
Drafts, Members of Evaluation Subcommittees, 
md Members of ExtHtsure PmeU SulmUtting 
Comments in Writing): Reed Andrae, Nwthem 
Illinois University; Hcmier Ball, Univ^iOty <tf Cckt- 
ra(k): Chester A. Berry. Associatimi of Cf^ege Untons 
—International; Jules W. Beurei, Bcrwyn. Pa,; D. N. 
Biello. CuyalMga Cmimunity CoH^; J<^ C. Birdi- 
&ld. University of TemwsM: Welker B^^, Ball 
&Bte University: Droald W. ftooks, Kn^ison 
Cdtege: J. IKtkm CtMnry, Technical Ii»titute of 
Alamance; John A. Cole, Sctwi Hall University; 
Em^ M. Ccmrad. Univetsity of Wadiington: R^xrt 
T. Crauder, Wilberforcc Univmity: Arthtn- W. Dan- 
ner, Teimenec State University; W. M. Dewbmy, 



Gectfgia Southern College; J. A. Diana, Jr.. %ate Uni- 
versity of New YOTk at Smy ^ook', VatoU J. 
Fatn&, Muhtenbeif CtXiegsi C. W. Haneodc, Uni* 
vef«ity of N<Hth FkMida: J. Leslie Hicks. Jr., Deniscm 
University; R^iard P. J^Erey, MotuK Wediuutt 
Community Cdlege: D. R Kcbey, ARwi^t College; 
Hubert E Kimball, Rocbe^, N.R; Ridiard J. 
Lkhtenfeh, Central M^gan Univ^sity; S^aey Me- 
Queen. Carroll College; J. F. Mete, Bradley Univer- 
sity ; Ceiw McKuman, WadilHim University of T<q^a; 
R. L, Mulligan, California Institute of Technology; 
i^ma A. (kNen, FkNida State University: Rin^ 
ReynoMs, Natk»d AssociatiM of Orftege Sums, Inc.; 
Edward F. Smith, Cit)' University of New York; John 
M. WitsMi, Prince Ge<»^'s CMimiuiiity Colte^; 

C. E. WolSnger, Hofstra Univmity. 

3:3 Fadii^(^3efationandMaiiueflaiK:e 

The manuscript f<« thk di^tMr was «d>mitted 1^ 
T. B. SinuM), of Midugan &ate Uni««ntty, on bdidf 
of tiM AssociatiM of Biysical Rant Acfanhii^i^<»s. 

NACUBO FixWUes Committee (1972-1973): 
Charles E DieM. George Washington University, 
Chairman; Harry E Brak^, Calif(^ State Uni- 
versity and Cotte^; Clyde B. Hill (deceased), Uni- 
versity o( Smith Ftolda; James L. Hum, Smithem 
Univmity; Roy O. ICaUenberger, Marquette University. 

Contributors and Participants (Authors of Original 
Drafts, Members of Eviduation Subcommittees, 
and Members of Exposure Pcuvels Submitting 
Comments in Writing): W. G. Andersra, Hamline 
University; Daniel D. Beatty, Kansas State Univer- 
sity: Edwin C. Beggs, Brevard Community College; 

D. N. Biello. Cuyahoga Community College; Warren 

A. Bishop, Washington State University; Daniel E 
Black, Fort Lewis CoU^; Koweth Brown, Knox 
CoU^; Mary Jane Calais, U. S. D^artment of 
Health, Efhicatim, and Welfare, R^k»i IV; 

B. Carson, Albion Coltege; Eu^ne E Colon. Uni- 
versity of Miami: James H. Cotvin, University of 
Texas at Austin; Ernest M. Conrad, Univmity of 
Washington: Gene B. Cross, Univos^ of Utah; Wil- 
liam B. Cutler, FootbOl Community CoOe^ District; 
Imi DeY<nuig, &anf(^ Univmity; I^d I^otow, 
Washburn University of Topeka; F. R. Ford, Purdue 
Universtty; John W. Harding, University of Washing- 
ton: S. C. Harward, Duke University; J. Leslie Hwks, 
Jr., Denison University; Harold Jacobscn. Seattle 
Community C^^ I^trtet; E J. Junica-, Jr., Me- 
harry MetScal College; D. H. K^, Albright Col- 
1^: D. T. Kosdc, Fknida Atlantic Univer^; 
Lawra^ W. LaiMa, MUs C^^: R. E Latdiaw, 
Carroa College; F. W. Milter, University of Cali- 
fofnia-B«1(^; Edward L. Ptoe, Unh«nity of Nev- 
ttte-Roio; Hany J. Prkn*. Harry J. PritH' & As^idates, 
IM., Seattte; Frank Rim, Jr.. Univmity of Wm^^ 
^MuitfM; Jdm C RcAertstm, Jinks' Collet 
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trict of St. Louts; Vinc^ Sl^, University of V^- 
gffiia: V. A. Shurm, University of CokM'iiiio: T. B« 
SinKKi, Michigan State Untvo^ty; Edmund P. 
University of Tampa; ClaiemkHi &nitfa« MacMitrray 
Cdieg^; TlH^nm B. &iiith, Ohk> Slate University; L. 
Terry &iber. CcrfiN^ &ate University; Alan IC 
Tarr. University of Washington; C. D. Ttumm, Uni- 
versity of Toledo; Ray Varley. University of Utah; 
Fred $, VcNiianger, University of Arkansas; R. L. 
Whit^cre, Adrian College; Alfred Wibcmt Ctemson 
University; Marwin O. Wroi^ad« Lawretice Untv^^ 
sity; H. Evan Zeig^« Samford Unive»ity. 



3:4 Fariiities nanning. Design, aiKl 
Con^n^tkm 

The manuscript fcN* this chapter was si^itted by 
GecH^ O. Weber, of the Umversity of Maryland, <m 
bdialf of the Association of f%yskal Flaitt 
Administrates. 

NACUBO Facilities Committee (1973^1974): 
Charles E. Diehi. George W^iington Unsv^ty, 
Chairmin; James L« Hunt, Soutton University; tiay 
O. Kallenb^^, Marqi^tte Univer^; Elmo Mot' 
gan. University of Califesnla-Berkeley; T. B. Smm, 
M^igan State University. 

Cimtribuiors and Participants (Authors of Original 
Drafts, Memt^rs of Evaluation Subcomntittees, 
and Members of Exposure Pmeh Submitting 
Comments in Writing): M. L. Adams, Atlantic 
Christian Colle^; Wallace G. An(terson« Hamline 
University; J. R. Brick, Los Anpte Community Col- 
leges; William R. Campbell. Jr., Binnicker<iraves, 
Oklahmna City; Jc^n M. Comptm. University of 
South Alabama; A. L CottCMi, Ob&iin Ccrtl^; 
De Young. Stanford University; F. R. Ford, Pwdi^ 
Uni\^rsfty; Soton Gentry, Ea^ Tennessee &ate Uni- 
versity; fCeni^ W. Heikes, Eastern McMstana Col- 
let; J. LesSte Hkks. Jr.« Deniwn University; D. H. 
Kelsey. Albri^ Coite^; Lawrence W. Laiwn, Mills 
Coll^; R. E. Latchaw^ Carrcdl Colte^: Edwin O. 
McFarlane. Reed College; John F. MItcheU. Tufis 
Univmity; iohn F. M<^ack, Broward CiMnmuntty 
Cc^le^; Eail L. Muir, Washington ^te University; 
T. E. Pwks. Troy &ate Univmity; W. L. Pratlw, 
Amarilto College; John B. Price, Brown Unimsity: 
Jiriin C. Robertson, Junk»- College I^rkt of 
Louis: H. W. Scott, University of Hoimon; Jm^h S. 
Soto, Marshall University; W. Cecil Reward, Uni- 
versity of Nete^a-Lincc^n- M. T. Tr^Ju. Illinois 
Intrtitute of Technok)gy; D. L. Vaughan« Jr., Univer- 
^ of the S(Nsth; John L. Wateon, Ore^ Dqmrt- 
n^t of Higl^ Education; CeG€^ O. Wdier, Uni- 
versity of Maryland; J. E. Westj^K Califimid 
I^itute of Technology; R. L. WhiUCTe« Adrian Cot- 
Paul M. Yoimg, Kansas State Unlveruty. 
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3:5 Security 
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John W. Powell, on behalf of the Intonational Asm- 
ciatkMi of Coitege and University Security D^ectors. 
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tian^ Tulsa Juntor Cdl^; nUIip L. Davis, Uni* 
v^ty of Dmm; P^td J. I^mias, Jr., Duke Univav 
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Montreat-AiHtoson Coltege; R. M. Harpa, Viiginia 
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gtral Seminary; Kem^ W. Heikes, Eastmi M<m- 
tana Colt^; J. Leslte Hicks, Jr., Deotecm Univmity; 
D. H. Keb^, Albright Cot^ge; Raymond M. 
Col^ Univmity; R. E. Latdiaw, CarroO Cc^e; 
LaVeme A. University of CaUftmia-Sm 

Frand^; J<^ F. Mitd^l, Tufts UniverOty: Jiriui 
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rity DirectOTs; Frank J. Rice« Univ^ty of Wisccm- 
sin-Madison; Sidney S. Rubenstein, Chevy Chase, 
Md.; R. Eugem Smith* Memphis &ate University; M. 
T. Tracht, Iilim>ts Institute of Techinriogy; Chart 
H. Wheeler University of Richmond; R. L. Whit- 
acre, Adrian C<Mlege; Paul M. Young, Kamas State 
University. 
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versity of Wbomsin-Miiwauk^; Jdui O. F^, Uni- 
versity of WadibigUm; F. R. FtHrd, Purdue Unhw^; 
Ray Hai}« University of Cotora^to: Derwood L. Haw- 
ttotie. Trinity University; J. L^te Hicks, Jr., Deni- 
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son Uni/eisity; Roy O. Kallenher^, Marqi^lte 
Uoivmity; D. H. Kebey, Albright Coltege; Scbn P. 
Lambert, Kaosas Univ«^; Keimeth F. L^U 
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Meek, DartHKHi^ Ccd^; Ck(^ D« St^rart, Jc^ 
Hr^^kins Univef^'. 
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Unim&^'; Harcrfd E Bdl, Umv^i^ of Q^go; h 
tL Kick, Los Angetes Community Cdte^; Gtei E. 
btriamto, Augustana CeSI^; Ridiard M. Burrk^ 
University irf C3iteago; A, L. Cotton, Ob«1in Ccd- 
fe^; Jdm E. Edthmd, Yale Uni^^; Oi^ikni P. 
Freese, Ste{riiens Cd^; G. C. Ftei^l^n, Duke 
Univmity; J. L^eslk I^ks, Jr., Den^m Univ^sity; 
Merl M. Huntsin^, Washington Univastty; Ld^ 
A. itn^ Berea Colle^; D. H. Kebey, Alte^ Col- 
lege; RaynuMHl M. Krd^, Qrigate Univmity; R K« 
L^an, Tusk^ee Imiitute; R. M. Lynch, Univmity 
of Notre DanK; Ricarito A. Mestres, Prin^mi, New 
Jmey; Roger H. MUto, FkMida Atlamk Univmity; 
Andrew J. (Mkhi^ ScM^l^n M^Ksdbl Univo^; 
3chn A. Ostone, Univosity of Tuba; W« L^k Pe^ 
Dartnmob Colk^; Kemi^ J. nant« Ro^iaer 
Pdyte^tc Ii^itttte; Rtehard Q. Vogel, Wad^um 
Umver^ of T^tksL 
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Cmtributfm md PmUciprnts (Authors of Original 
Drafts, Members of EvalmOion Subcommittees, 

' ; ♦ • 
f 1 ^ 



ERIC 



am/ Members of Exposure Ptmels Submittit^ 
Comments in Writing^' Cail C Baratta, Esex 
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Q^rado Coli^; W. E. Butler, Ek»i Cdl^; 
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hata, AothK UaivwBity; KsAen E. Gemry, Univer- 
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versity of Oklahoma; John L. Green, Jr., Ren^elaer 
Polytediiite In^ttitte; WxaaSd D. Hainite». Univn^ 
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iityi W. D. Holland, Vate^ CcHnmuiiity Odl^; 
Fred S. ScSaSt E^em Wadaing^m ftate Cdl^; 
D. H. K^, Albr^ Co&^, Paul MagaU. Long 
Island University; John F. Mitdiell, Tufte Uni^^ty; 
Jdm F. M^ask, ^nsward C(Biimin% C^^; I^vid 
W. Morrisroe, Califtwnia Institute of Techm>k>gy; 
Jabn P. O^CofUKff, Aquinas Cd^; Mm B. Price, 
&OWI1 University; Paul V. Run^»a, MkiUgan St^ 
Univmity; David M. Smith, Unimsity of Pittsburg; 
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Tbe nuuii^ript fcf As diapter vm submitted by 
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Bibbee, Baldwin-Wallace Cottege; L«ry R. &uner. 
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College; J. D. Griggs, University of Washington; 
Rmiak! D. HamSftm, Unii«rsity of Kai^; Clawfa 
M. Hamrkk, Jr., Alexander Grant & Company, At- 
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American AHri (ration Asso^atfam, 
approval of arbitrators by, 90 
An^rican OMSffi^ (HI Edtmtion, fat 

titffrifytioni^l i^anning, 18 
Amertean Ii»tftttie of Arddte^ 

nmki cmitr^ crf^ 1 18 
Amo^an I^itute of Certified Public 
Accot^u^^s 
aocqrtifnlity itf tevmtt tf^tis^iiHi 

ra^i« IO9 147. 148 
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Amntal (^yersuhv iNid^ 

as iMiesimitel budfi^ 160 

provision for ^>nti^^nci^ and 
^mtff^^ cn gitfs in. 162 

idatk^^^ «^ 10 ittliUitioiml 
^mng, 16 

as tiBdiUo^ Imdgel, lM-162 
AnmAy furafa, 14M44 

^oa^^to, 194*195 

general tc^^ acccmiUs to, 208-209 

in to ftraiKhd ^atemems, 225 
Annuity trusts, 143*144 
Appr^atk^ 

de&^ 141 

in total i^m. 150-151, 192-193 
treated as imnctpal or eamif^ 
139-140 

An>f(^atim^ See Governmental 

an»v^^tt«is 
Arbstratk»i 

bii»liQg« iSflereiU frcm f^-fiiuling, 87 

tmicting, tlie fimt ^ikep in grievatice 
l»medure, 90 

^ imi^sse procethire, 87 

may r^uh« c^miitants, 89 

procecfaires to, 90 
ArMtrators, sdection of, fK) 
AfdtHects 

authority of, in omtn^tion 
ccmtracts, 123 

ini^ratkHi of bkhting documents 
by. 1^121 

seiectkMiof. 118^119 
Arrests, atotority to, 126 
As-tniik (faawingB 

<rfnewlNriIdh^ 124 

to ream! files, 110 
A»^ See alsn Caf^al ims^s 

of as^icy fufN£», 19^, 210 

<tf ^idty fttiKts. 194. 2(W-209 

of currait fuads, 181,2M-207 

€i enctown^ smi ^mitar funds, 
193, 207-208 

oi life income funds, 195. m-209 

of Uxm fumte, 191. 207 

of plant ftmds. 197-199, 209-210 
Asshtantsh^a. as stndgrt aid, 64 
Association-type tergati^i^ 88 
AUdetfcs. See Imeradiegidte ^l^fes 
AtK^neys. See Legal counsel 
AudM^ 

i^emal. 168-171, 172 

(tf imrdte^f^ i^eratkm. 97 

of qarasmcd ^c^rMM. 47 
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Attdtt(M'*s ofrinkNi. 203 

Audit pnigrums, 169-170 

AtHiit reports, 169 

A^in of Citlleg€s and Univenisiex 
Hiuslraiive exhibits iKlai^d trmu 217 
liamn between AICPA and NACUTO 
itl. I7M76 

Autoim^ve service, f 14 

Auxiliary etuerfm^ tOM06, 107- l(M 
hud^ing and cost acccninting for, 
107-108 

classifkatim of activities as, 107 
cotS^ skms as, lOS-IM 
oritege uniofis as, 105 
oimtract services t03 
in current funds expemlitures and 

trailers ^cooms, 214 
delbHML 103 

estimates erf revenues 162 

f unctbnal classtftcaf km of expemyt ures 

and transfers for. 189-IW 
housing and food servt^ as, i04-t05 
intercollegiate athletics as, 107 
legal |»DMenis of. if s^rately 

iiKorporated, 60 
c^^nizatkm fcM'. 103*104 
policies f(»-. 96 
sales and services of. 182. 

Balance sheet« 201-202. See afx- 
Financial nepiMis 

as a ims»c financial statenmit. 178 

iiiu^raiive exhibit of. 218-219 

pertodic preparation of. 204 

fcH* plant funds, 199 
Baiigaining units, criteria for, 82-83 
Basic ngreement. for sponsored programs, 

42. St e als<t Contracts 
Batch processing, 25 
Benefts, See Faculty and staff bemfts 
Bidding 

for construction pro^s, 120-122 

in purchasing. 97. 100 
Bid or qwtatfcm form, for {Hircha^ng, 99 
Blanks purchase orcfer, 101 
Brard of governors* See Governing board 
Board of regents. 5^ Governing board 
B4kird of Regenis v. Rofh, 54 
fii^rd <rf trustees. See Ck>veming board 
Boiler and machinery insurance, 31 
Bond iiRtenture apwnmns, reporting 

revenues pledgsnl umfar, 183 
Bomfak See Fixednncome securities: 

Performance boncfe 
Booksums, 105- 1(^ 
BiNlgetary accounting, an integral part 

of accounting sy^em« 164 
Budgetary comrol 

data ^oc«»ing for, 22 

an ei^entiai elonei^ ctf budgetmg, 164 

an obiMive ot pro^^ tmdgeiing, 
159-160 
Bud^ forms, 162-163 
Budgeting 

estimating current funds revenues 
aj^ exf^nditures in, 161-162 

formula, 157-158. 165 

internal ^udf« fo^, 163 
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pdky deci^<»K in* 161 
prc^^, 158-160 
r«^»onsii»lity <tf administratis 
in* 161 

re^NNiritHlity frf govoning board 
in, 161 

rote of km^rai^ (Mamring in, 157 
t^hf^iues Ux, 157-160 
Bud^ 157-165 
approval of. a respMdtrfUty of 

governing board, 4 
fcM- auxiliary es^erpris^ c^anised 
fKtivitks, ami service stepartmems, 
107-llK, 162 
oMnAisS, 164 
currem funcb, 1^161 
for fecte^, ^ate, mti Vxai 

afpTf^k^ioa^ 162 
for ^fis a»d uiurestrictol 9^nts, 161 
fc»r investn^s, 16! 
for physical pimt, 1 10 
presmtatkm and ateptk»i of, 163 
im^x^l review fw, 38 
im>vi^<m fw cwik^a^k$ ami 

en^rgendes in, 162 
in reiatiomhip to in^itutiiHial 

planning, 16-17 
revbkms of. 164-165 
for spcHiscmd programs, 40, 161-162 
tnuiitkmai anmial c^^^ing, 160-161 
Building and content valuations, 

for insurance, 30 
Building codes 
develofmient of, 114 
safety requiremems in, 133 
Buildings. See Construction; Faciiiti^ 
design: Facilities planning: 
(^raticm am! nuiinlenance 
Burglary insurance. See Crime insurant 
Biminess admiiui^ration, 3-9 
change in or^nizatk>n of, 8-9 
changing environimnt for, 3-4 
forms of cH-^mzaiion fw. 5-6 
institutionai or^nizatimi for, 4-6 
as majc^ fundimal ar^ 5 
range of managemeta responsibilities 
in, 6-7 

Tok of ^mtnistrative dfteers in. 4-5 

role of chief husii^s officer in, 5, 7-8 

f^le of governing iK^rd in, 4 

role {Mesiitent in, 4 
Bus^i^ imemi|Hbn imurance 

examples of, 3 1 

as self-iimiran^, 29 
Busii»ss mana^. See Chief busing 
dScer 

Busii^ i^Bcer. See Chief busii^ 
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CaiHtal awts. See also Investment 
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bi^^s f^, 161 

defined. 186-187 

refmting depredatkMi 179 
Capita! ^ik. See An»^^iatkin 
Cash, inv^n^ (rf, 154-155 
Cash inirchase, i02 
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<rf eoqrtoyee record 71 
erf iMitutkml aiolmfty and 
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Cbaritid>le ^ aim^y, 142 
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in l ax Reform Act erf 1969, 141 
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fe>r poeM life iweme funds, 141 
Chart erf aooHmts, 205-215 
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by e^^, 215 
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for geMral leel^ ^coutns, 206-21 1 
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appenntmeiU and termination of. 6 

in budg^ing, 161 

m instttuticmal fdatming, 16-17 
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in admini^ratiem of student ktam^ 65 
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in tH^lgeting, 161, 164 
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expeneiitures, 161-162 
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in imtitutkmai planning, 16*17 
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primary re^m^HUty of, 5 

in |Hirch^ng« 95 

qtialifl^ticms erf. 7-8 

in risk managene^, 27 

hi servte e^Kulments, 107 

in stmtent aki funds, 63 

in i»e (rf emfowment funds, 139 

Civil Rights Act of 1964 (Thles IV, 
VI, Vn, and IX), 55, 57 

**Ck^ed^ university. 125 
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Cki^outs, in ^lon^md projects^ 50 
Coltective i^rgaidng, 81-92- See dso 
LabcK relations 
ddramag^ and disadvamages <rf« 92 
^k^ltiy diditensed by« S3 
ccmlTSCt i»^)tiaikHis te, 85-88 
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111,84 
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in good faith, 8S<^ 

%nth multiple emftiea, 88 

pfOkv dcd^om for, 83*84 

|M-eH«^iatkms for. 85 
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terms of agreemepts in, 87*88 

uirite f{N-, 82-85 
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C<^l^ ui^MM, 105 
Coli^ W(^«Sti»ly PtO0^, 66 
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fee, 29, 30 
Common Fund to- N<m|wo& 
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for instifuttonat emtown^ fumfs, 150 

fHibtie^ion of unft values by, 156 
OHTOmmfeattons 

in beMfiss programs. 73 
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fmm for, in {nirchasing, 98 
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in«ner]^Mks, 135 
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114-115 
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benefits a i^rt of, 73 
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0()utpiDefH 
Coi^idated investn^nts. See Pooled 

investments 
CcmsOTtia 

as e%ami^ erf regkmai fanning, 18 

1^ comtd^atimis of, 59 
CcNKtructkm, 123-124 

cmtracts fcN-. iK^^i23 

oo^ser^iMof purdw^ig 
departmem in, 98 

design for. 119-120 
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in empkiyee rdatiims, 91-92 

in facilities <te^gn« 119 
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in lAof law, 89 
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car^rfiil review <rf, to redt^e risk, 28 
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in current funds revemtes accounts, 21 1 
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f^teral auditing of. 171-172 
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govemmei^a], 184 
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^XMKoral iHogran^ 35, 37, 39, 

4M2 
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Contract ^rv^s 

fcH- auxiliary e^efvri»s, 103 
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Contractual HaMUty, 31 
ContHbuted s^vto, IW 
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CcH>yrislits 

legal coi^deratkMis of, 58 

|Nx^ic»al review tor, 38 
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regulations of, sponsored 
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Cost analysis 
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erf inv0;toi«it mana^n^nt, 153 

in sponsor«l piogran»^ 43 
Cdst Aarii^ 

commitn^ms f(»r, in fm^K^ah* 39 

in gr^^ 42 
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self'^f^t 29 
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Restrict^ cturent fumte; U«e- 

str^^ otrroit f u»b 
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expem^ures and transfers of , 186-1% 
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of, 189-190 
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of, 188-189 
e^imattt of, 161-162 
iK^tab c^ory of, 190 
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of, 190 
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Custmlial serves. See also Agency fuiKls 
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forsecuritm, 153 
Cy pres. 144 
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for plant fund imkbiednesK, l9S*t99 
iVfHMling a^^essmem of fees for, I S.I 
trana^ers f or« IS9 

DecertiflralkMi (of a ) 

emp{oy«r may nol participate in. 82 

not permitted in first three years of 
contract. S8 
Deducttbtes 

in medi^ plans, 73 

in prcH^eny insurant, id*3i 
Oedi^tons 

fimi annuity funds, 194 

from en<towmem and similar tumb« 
184, 194 

from fuml halaiMs, IM 

from Imn funds, 191 

from {^nt funds. {9?, 198, 199 

from restricted current ftt»b, 182 
Deferr^ charges, (fe&ied, 181 
Deferred giving. See Aimiaity funds; Life 

income ftmds 
Deferred payment plam, as stucknt 

aid, 66 
I^fH^eaation 

Kcouittii^ fi^, 179 

in d^ermining ^ual cash vali^, 30 

reporting erf, 199 

Designated fumis, 144, 181 
Design ^lecilteaticms 

in ranstnictiiHS products, 1 19*120 

in purchasing, 99 
Oeveiopnient 

as a ma^ fut^ioMl area, 5 

r^KNting f ^ipenses 194 
Devek^sment c^B^r. responsiMtitks 
of, 5 

^'Difference in conditions'* if»urance, 31 
Direct costs. See also Costs 

receding of, 1 84 

in sponsomi progran^, 43 
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of, 5 

IXrea writing insurance companies, 30 
[^Miity inocmie plans, 74 
Disaster shelters, 134«I3S 
Dischan^ and dhdpiinary ^tions 

documentatkm nece«»ry in, 32 

In labor relatkms, 90-91 
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burden of proof in, 90 

laws a^n»l, 54*56 
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Dilutes, in labor relatims, 86-87 
Dlxan V. Al^hama State Board of 

Ediwation, 56 
Dcmaied s^v^es, ^cout^ng hn, ISO 
Doacn* i^atkmdups, 144*145 
Dormitmes. 5^ Housing 
Dow Jones lodusirial Average. 

comparison of inv^lment nsaHs 
with, 156 
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Hdi^tk)nat activities, sates and ^rvkes 
of, 185,211.222 

Elect k>m 
fcH* determinmg t^i^hdog untes, 84 
may require c«»uttai^ 89 

Elertromc data proc^sing. See Data 

Emo^^i^ imcedures 
as a fiinctkm sectnity c^^r^iem, 
125 

assafdy n^sum, 134-135 
Emirioyee benefit. See Fi^hy aid staff 
benefts 

Employee relatiof^ See also Labor 

constthante fi^, 91-92 
iiv perscra^ ^Imm^id^tim, 69 
Emf4oyn^ 
ol faculty, 5 
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Ei^tuBiH'ances 
in iHKi^ti^ sy^on, 164 
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r^KNl^ itf, !79 
Endowment ftimb, 139-148 
absolute ownership theory of, 140 
^(Mining f<^, 192-194 
admiiristr^tkw erf Msets ol, 145-146 
cy pres procure to-, 144 
defined, 139, 141 
isam rel^iondiips fcM*, 144-145 
^neral ted^ accounts for, ^7-208 
ifKinm of, as curreirt fumfs revemm, 

184-185 
le^ ^atuscrf, 139-141 
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policies for admi motion 4rf, 145 
pooled inmtments of. 145-147 
regsto* for, 145 
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ra(tr^Mms on of eanyi^ 

fnm, 144 
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147-148 
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in Uniform Manag^nent of 

limit ut}i»ml Funds Act, 140*141 
Enrollment 
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in fimnula Inid^ting, 158 
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nittskm, as enftxdj^ agn^ ien 
Title Vlf, 55 
Equal Pay Act <rf 1963, 55 
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- 2S1 



purch^^ with grant fuiKto, 41 
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h! new bdklif^ 124 
Esccm soifice, in security c^mrtnmit« 
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ExpmUtur». 5iv Curret^ fuiHb 
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h<riidays as, 78 
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life iimraim as, 74-75 
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med^ care as, 73-74 

in persM^ admii^m^tira, 68 
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183 

in curreiH fuiulte expemlilures ami 
trai»fers a^oums, 214 
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functional dasMfkatton of expenditures 

for. m 
separate otikc for, 63 
a$ sSudem aid, 64 
Financial aid. Ser ^uctem aid 
FtnaiKial reports, 201-204. also 
BalaiKe sheet: Statement of chan^ 
in fund balances; ^atement of 
current funch revenues, expendttures, 
and c^her changes 
for auxiliary enterprises, hospitals, 

and independent c^ierat^Tm, 204 
tiasic, 178-179 

classiikatkMi of expenditures ami 

tran^ifers in. 187 
iiiu^rative exhiNts of. 217-226 
integration uf, with accounting 

cycte. 2M 
mmim. 207*204 
for intemat use. 203 
for investments. 204 
ncMes to. 202 
of piam fumK 199 
for public dtstributicm^ 203 
repmiing chan^ in a^cHjnting 

n^hod in, ^2 
for %peciB\ pro^s. 204 
supplementary mat^aJ in, 203 
suf^ementary scl^ules in, 202 

Fsre prcrtectioa 
expenditure ciassi&ation for, 189 
as fufMusn of security department, 12S 

Firm-fixed price contracts, 42 

First aid and res^ 
emergercy procedures for, 135 
as functicm of security <tepariment, 125 

Fixed costs 
budget changes difficult because 
of, 160 

with decilTC in rate of growth. 4 
Fixed-ii^ome securities 

gukteiines for, 1 54 

in total return, 150-151 
Floater insurance, 31 
Food service management oMnponies, 
105 

Food services, 104-105 
Forgery insuratKe. See Crime imurance 
Formal qu<^i<His, in {Mirchasing, 1(N) 
Formula budding, 157-158 

example of, 165 
Fouiulatiom and vdumary agei^ies 
cost sharii^ with, 42 
pdicies concerning inventknis aiul 

patents with, 48 
pcriidcs concerning imbikatkm ri^its 

with, 49 
fcH' spoiKor^ imjects, 40^1 
Freedom of InfiMinatkni Act, ^^t of, 
M iMiMicatkm of rauUs of 
^poo^rtd prc^ran^ 49 
Fuel sy^cms, for fadiittes operatkm, 1 12 
Functionai clas^Scatlon of expewUtures 
ai^ Irai^eis, 187-188 
examptes of, in ctert of ^aMu^ 
212*214 
Fund s^ouftfiflg, 178, 224 



Fund (stances 
of annuity funck, 194, 209 
of current funds, 181, 2t^, 207 
of emk)wn^m and similar fut»b 

193-194, 2m 
of hfe iiKOTic fuwis, 195, 209 
of loan funds, 191-192, 207 
of plam funds, 197-199, 209-210 
o( r^ricted current funds. 182. 207 
of unrestrkted current fumis, 182, 
FuKl raising. See Devetopnwnt 
Funds for i^i^wate am! rq^acemen^ 
198 

in ^neral ted^ amounts, 209-210 
tran^eisto. 189 
Funds for retirem^ <tf imi^edness, 
198-199 

in genera! ledger accoums, 210 

trauasfers to, 189 
Fumb fuiKtionmg as emtowmem. 

See Efftknvment fuiKls 
Funds teld in Uii^ by otf^rs, 196 

General ledg^ accmtn^ 2M*21 1 
Gifts. See also Amiuity funds; Endow- 
ment fumis; Life income funds 

in current fumis re^^nues accouiAs, 211 

legal consideratkms of. 58-59 

of religious gr^f^ 180 

rrpOTlingof, 179, 184. 196 

of securities, 154 

terms <rf, 144-145, 146 
Ck>als 

implementatiiKi of acacfemic. 5 
tn institutional planiung^ 1 3 
in program tnidg^ing, 159 
Good faith bargasning, 85-86 

Governance 
delegation of authority in, 52-53 
new forms of. 8 
oi^iiizatk>n f<K, 4 
I^ik^oi^y of, 13 

reiatk>n <rf f^hy ^iei^i^ l^rpining 

to. 86, 91 
of sui^sort staff, 54 
Covmiing bo&rdt 4 

in affirmative action policies, 69 
atH^xi^l of saf^y policy by, 131 
deleg^ion autlMHity by, 52-53 
tegal t^ses for. 52-53 
liability of. 31, 53 
in persomH*! administration, M 
pbiloKH^iy of. in labcM* relatkn^, 
70, 81 

p^m^ ot. (feferred-givh^ 

c^Mioi^ 142 
policy itf, fOT im«^ r^m^blUtyt 

156 

pcMtcy of, for total return, 151 
respon^bility of. for af^NMi^nwnts, 6 
responsiUlity for biKlg^ 

161, 163, 165 
responsibility of, for hiv^iMm 

mana^nmit, 139, 140, 149 
r^xmjWlUy ot, tor risk mana^mei^ 

polfcy, 27 
rules of , as a kimi of law, 52 



Govenmientai af^Hx^atkms 

as curra^ fumh, 183-184 

in current fumb revenues accounts, 21 1 

estimating, 162 
Grant manuals, 41 

Grants. See also Contracts: Sponsored 
programs 
accefriam^ of. 40 
oimlitions of, 43-50 
m Gurrait fumb revenues iKXOunts, 21 1 
federal amiitif^of, 171-172 
inventkms, pat^s, and publi^ion 

ri^to in, 48-49 
Kfui^toble, 191 

repeating revenues of govemn^ttf al, 
184 

repcming revenue of pri'/ate, 184 

fcM- sfKHKored prc^ms. 35, 37. 39 

as stiKtaU aid, 64, 189 

tormsof. 41 
Greene v. Howard Vnlvenaty, 52 
Grievance procedure 

m collective bargafaiing, 90 

f(N- faculty, 91 
Croumb maimenance, 113 
Guaranteed maximum contract, 122 

Health care plans. 73-74 
Heating systems, for facilities, 1 12 
Higher Educoikm Finance Manual, 

liaise betw^n NACUBO 

and NCHEMS in, 175 
Hi^r Education General Information 

Survey (HEGIS), interest of 

NACU80 in, 175 
H»l(^ dollar valt^ 
in computing investn^ r^ums, 155 
defined, 141 

in operating inv^iment pools. 146, 147 
int<Mal return concept, 151, 192-193 
"Hold harmless" clauses, in tramferring 
risk. 28 

Holdup iimif^fKe. See Crime imuraim 
Holidays, as ^aff benefits^ 78 
Hc^talixBtkm plans, 73-74 
Hospitab and ciii^ 

in current funds expemlhures and 
transfers accoimts, 214 

functiofiai classificatkm of expendi- 
tures aird transfers of, 190 

as or^tuzed activities, 107 

sales and serv^ of, 185-186 
Hmt^ng, 104 

fviatkif^p between food services 
and, 105 
Hoii«i« btmnb, 104 
Human sublets 

impc^ revtew eo^mii^ 38 

in spcmstmd i^^rami*, 44 

iiiega] {HWttc^ 
in good faith bargaining, 85 
in labor relatb>f», 81-82 
niustrative exhibUs, 217-226. See also 
Fiimi^l reports 
of l^aim slieet, 218-219 
of i^n^ k» finai^rial statements, 
225-226 
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of statement of chan^ in fund 

balances. 220-22! 
of statement of current funds revenues. 

exi^nditureft, and other change 

222-223 

of Mimmary of fUgniflcant accouming 
polices, 224 
Immunity, from liability. 31. 53 
imfmse procedures, in coikctive 

bargHining* K6-87 
Incentive-type contracts, in spomored 

|Nx»gran^ 42 
income stabilization reserves, 

147^148, 184-185 
Incremental budget. Sfr Annual 

operating budget 
Indef^ndent operations 
in current funds expenditures and 

transfers accounts. 214 
in current funds revenues accounts, 21 1 
functional classificatiofl of expemii- 

tures pnd transfers of. 190 
revenues of, 186 
Indirect ct^s. See also Costs 
in auxiliary enterprises, organized 

acttvUtes, and service departments, 
107 

in benefit programs. 78 
in formula budgeting, 1 58 
limitatk^i of, in cost diaring, 42 
proposal review for, 38 
recording of, 184 
in ^KHtsored programs, 43 
Inflation 

compensatkm for, in total return, 15! 

effect of, on higher education, 3 
InfcNinal qu<Hati<ms, in purchasing. 100 
Inspeetioa^ for safety. 133 
Imiltutionai planning^ 13-19, 157 

accoui^abtttty in, 14 

coordination of. with the annual 
budget. 160 

defined. 13 

employee relations impact on. 92 
management information requirements 

for. 22 
master plan in. 14-15 
misdon statement in. 1 3 
organization for, 14 
president's role in, 4. 15-16 
principles of. 13-14 
relationship of institutional research 

to, 17 

refatioi^hip of (grating Imdget to. 
16-17 

reiaikmshsp of state, regimal, and 
national planning to, 17-18 

role of senk>r admint^rators in, 15-16 

systems moctels and i^ograms in, 18-19 
la^itutional research 

for budget (tevek^Nnent. 163 

in budget planning, 157 

reiutionship of. io imtitutkmal 
planning, :7 
Institutional support 

in current funds expenditures and 
transfers aconints, 213 



differences betwwn revenues and 

costs, treated as expe futures 

of. 182, 187 
functkMial clai^ification of expendi- 

tur^ fcM*. 189 
mana^ng investments a co^ <rf, 193 
required fm* ^mttc»ed fHt^ran^ 36 
Instructkm 
in current funds exfieQdftures ami 

traiu^nt amounts, 212 
in exhibits, 222 

fuiKtioiKil ctasst&attoo of exp^i- 
tures fcMT, 188 

M fimctkmal ar^ 4 

w immary fui^toi, 4 
Insurai^, 29-33. See also Rbk 
mat^gement 

building ami content valuations fw, 30 

canity, 31-32 

commisdcms for, 29 

consideralicm in setecticm of, 30 

a^unst ertme, 32 

dedwtibks fi»-. 30-31 

life, 74-75 

against perils, 31 

premiun» for, 29. 31, 3Z, 75 

pK^wty, 30-31 

pn^K^ revtew fOT, 39 

sped^tioitt for, 30 

stmtent accfftent aikl h^Hh, 33 

untferwriters of, 29-30 

utumploymettt omi^nsatimi as, 32-33 

workmen's compesisation ^ 31-32 
Insurance agents brokers. 29, 30 
Insui^m^ omipantes, selection of, 30 
Inter&iilegiate athtetks 

as auxiliary ^erf^ises, 189 

cta^^iikation of, 107 

functional classif^tian of expeiKli- 
tiU'es and transfers of. 188 
Intercteparlmental transactions, 

accounting for. 182. 187 
Interests disunites, in labor relatiMs, 

86, 87 
Interfuml bcMTOwii^ 

disclosure of, on tmlance sh^t, 201 

in notes to fbaiKial statements, 226 

reporting of, 178 
Interftmd sal^ of invesimems, 179-180 
Imemat ainliting, 168-171, 172 

program for, 169-170 

reptMis of, 169 

scc^ of, 170 

staff for, 172 

systems and proc^ures in, 170 
use of u>mputer in. 170-17! 
Internal omtrol, 167-168 
Internal ft^ndal reports, 203-204 
Internal Revenue Code (Section 

642(c)(5)), prat^ ii^cHM funds 
deftml in, 142 
Intend revenue Code (S^tion 

664(d )( 1 ) ), annuity truss <tefismi 
in. 143 

Int^n^l Revenue Code (S^ion 
664(d)(2)), three variatkmof 
unitrt^ in, 142 

Invei»kH^ See Patetifs 



Ini^meni cmnmitttt 
cm^K^tkm and r^pon^Iity of. 
149*150 

ctelegtUiM of dKHt-tom invei^ing 
by, 155 

in relatkm to inve^n^ftt marager, 
152M53, 154 

reports of trat^acti<ms for, 204 
InveMnem gukkUn^ 153-154 
Inve^mem in |4ant, 199 

^neral 1^^ accounts for, 210 

rqmtiag itefmmtkMi 179 
InvestiMiit managemrat, 149-156 

authority for manager in, 152 

committee hn, 149-150 

costs of. 153 

cusHMUal and safeke^ng services 
in, 153 

dimsifkatkM ot seoiritte in, 154 
gornnh^ bc^rd reqmiK'bitities 

for, 139 
gim^ines f ^N** 153*154 
in tending securities. 155 
measuring re«itts of, 155-156 
organization for, 149-150 
policies and objectives for, 150-151 
at pocried Itfe ii^Mm funds, 142 
puretases ami sales in, 153 
dmi-tom, 154-155 
social re^NM^ibilfty {n« 156 
total r^um in, 150*151 

Inve^mem matmger, 149-150, 152-153 
r^mtts erf trani»^ions f^K", 204 

Inmtmem pools. See Fooled investmems 

Investmoits 
{^counting for, 179-IM 
reporting ei^wmetit income 
erf, 184-185 

Job cl^fteation, 6& 

Jcrim Accoutring Group (JAG), 175 

Jurisdictionai strikes 

not permitted by Natkmal Lator 
RelatkM^ Act, 82 

planning in cose of, 87 

Laboratwy animals 
proposal review concaving, 38 
use of, in spoi»ored programs, 44 
Later tegisl^km, 81-82 
Labor relattcms. 81-92. See ^Imo 

Coltective ter^ini^; Empbyee - 
relations 

administering the extract in, 88-92 
atlHtratkm in, 87 
defimd. 81 

discbarge atnl d^piinary actions 
in, 90-91 

employee relations omsuttants and 
labor attorneys for, 91-92 

f^-ftKting in. 86-87 

gricvaiTO and arbitration procedure 
in, 90 

ille^! practi^ in, 81-82 
impasse |»YK^tiies in, 86-87 
legation for, 81-82 
mediatfon in, 86 
organization for, 89 
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m pmcmnd admini^riitkHi, 70-71 

in irtiysical plam« 1 10 

stittes, fieccmdary hoyccms, and 
^irfedkikN»l d^|Hit€s 87 

the sup^vtsor^s role ia, 91 
Landrom^Griffif) AcU 81 
LaiKlscapc aiHJ ptnin^ maimenaQGe, ! 13 
Law 

defineiLSl 

source of, S!*S2 
Law ciiforoeiiieitf . Ser dtao Seoiricy 

tocal Hifisdtetk» S7 

two categcMm (rf, 127 
Law Enfctfconeiit Assblance Adminb- 

tratim, i^iolarsliip imsram of* 128 
Layi^ 

effect of, ofl unems^oym^ compen- 

satkm, 32-33 
of faoifty. 53-S4 
^mtppon staff* 54 
Leasii^ 

as altefnaii^ to purdi^^g* 102 
<rf iioitt^ faciUties. 104 
transfer erf risk in, 28 
Leaves <rf absence, as staff bef^s« 78 
L^al crasideratkm 
in affirmative Bdkm md mmdis* 

crimination* 54*56 
for consortb, 59 
in cc^yri^ts, 58 
cy prts» 144 
in fe^ral pragmas^ 56 
for gifts, 58-59. 145 
in govemaiiGe and detegatkm of 

autl^mty, 52*53 
for investment oiMagemem* 

I39.14L 149 
in t>atef^ 58 
for property. 57-58 

Gi {HiMtc vs. private institutions, 60-61 
in stiMknt affairs* 56-57 

taxes, 59 
in terminatton ami layoff, 53-54 
for MbI return, 151 
Legal cwnsei. 52 
for collective torgaining, 89, 91-92 
for ^ft pfograms, 59 
f^|^tet»s, 48 

for review of f^lities cksign 

H>ccific8tions, 120 
for sponsored pn^ranw, 36 
for m of pnq»^ty. 57 
Lei^g sectn-ft^ 155 
Letter erf credit, as advance paymei^ 

netted* 47 
L^ter frf uiHter^aitdfi^ in collective 

tmrgaming oontr^s, 9S 
UaMUtks 
(tf agency fttmb. 195f 21 1 
oi am»ilty fumfe, 194, 209 
of curr»t fuittfe, 181, 207 
dMinctkMi b^w^n, and encunv 

braims, 179 
^ endown^it md similar fonibt 

193,208 
of life incooM funds, 195, 209 



of loan futuLs, 191,207 

of plant funds, 197*199, 209*210 

Lial^ltty imunmce, 31*32. See &tso 
Tan iid^ 

Libd« iimtfantt fcM', 31 

Life income ftmds, 141-142 
K^mmit^fOT, 195 
saiml Mger ^cmu^ fcM*, 208-209 
in tK^ to flbai^al stMnm^ 225 
in seimrate poc^ 146 

Life insnraMe, 74-75 

Limited <krilar imrch^ <mters, 101 

Loan fimis 
accountii^ for, 19M92 
esr^xral tedger acccHii^ ftK, ^7 

Loam, as student aid, 64-65 

Lcmg-range f^bi« idamrft^ 
ccminiittee, 117 

LiM^i'ange fdamnnf. See In^ititticmal 
plaimtag 

Long^enn ^(Mllty faKtme {dans, 74 
Lost ami frond operattom, as a 

fundkin of security de^rtment, 125 

Mail service, as a respmmUIity of 

physical plant 115 
Maimenai^ See Operatifm aid 

malntenaMe 
Make in-hwse, 102 

Management infiimna&» systcn^, 21-26. 
See idso Data proce^hig 
creatton oi, fr^ anrtkations, 26 
itefined,21 

in institutional plannii^ 18-19 

in imtteitkml re^arch, 17 

Ic^ fmHA&ns of privacy, cmHracts, 

and rental icms for, 59-60 
iM^anizatkm trf. 23 
vartett reqtrirmeitfs n^ by, 22-23 
Mandatory trailers. See Transfers 
Manpower {^antdng ami <toveto|Mm^, 

as a perscmMl fUnctkm, 70 
Market vali^ unit n^tfKxl 
m n^asaring investment rmlts. 
155-156 

in c^terating im^imnt pools, 146-147 
for pooled life income fuiuls, 142 

Ma^er ^leenw^, in ccrilective 
tergaifrii^ 88 

Master frfan. See also li^itutif»»l 

I^Hillitg 

as a rarrem docitiMit, 16 
in in^utkmai ^aimifv, 13, 15 
for landscaping, 113 
ffi fecHt^renEieitt ts^ new eonstniAioii, 
117 

Mediat&»i 

fact-fiocfing 88 a forre of, 87 

as impaw i OTC C dtif e< 86 
Medical piam, 73-74 
MectoLre, i»ym«it by iMHtAiM 
for, 74 

Mcfg^ investnm^ See Poi^ 

Uive^iiwito 
Mininntm omttrMts, in iwdiaring. 101 
Mission 
^amd, 13 



M determine oi ^^izatkm, 4, S 

d securMy dqiartn^, 125 

st^MMttcrf, i3, 157 
MoiUs. See ^mulatk» 
Modifcd notary f<mn <rf organkiUkm, 6 
Mnltfeanqiiis boiyaiirfng* 88 
Motti^ form oi organisation, 6 
Mitttel insttrmMe aHn|»mo, 30 

Nmkmal Assodation trf Coltege ami 
Uiuver^y BtsifiM Oflkers, 175*176 

N^kmd AssMtcttkm ct EducatkM^l 
&i^rs» code €i CMctet <rf« M 

Nadonal Cento- for H^ier Edi^tkm 
Mns^mott Sy^ffiis (NCHEMS), 
txAc <tf, in '^CUBA'* revisim, 
175-176 

NmkMml Coiifereim <rf CtmnMtmrs 
c» Utifimi State Laws, coiteemiQg 
mfowm^fto^ 139 
Natk^ Labor Rd^ions Act 
good faith b^vdim^ in, 85 
fl^^l fn-^fe» in, 82 
in^hutiMs covered by, 81 
mMific^kHi <tf a diqMe re^mred 
by, 86 

^Me laws ififfer from* 83 
siqiervistm ntA covmd by, 83 

Niu^al tsSbor Rdatknm Board 
as agei^y relkf again^ strikes* 87 
^q)ioval of unit ^tehmi by, 83 
in diaUa^ ot rq^^^ntati^m, 88 
in cmiTt ami arNtnftira d^sdmis, 89 
in f^^ttby oslte^iw bargaimng, 86 
in good faitb bargaifdng, 85 
lalK»' reiattoitt tevc^ve, 81 
in Imllot election, 84 

National Safety Ccmndt, accident cfxA 
repcming sy^em ^tpported by, 133 

KeffAiskiksm 
ai^lmity for, in ocrfkoive bargaming, 
89 

in ecdlective bargaining cimtrac^ 85«88 
€A comr^ tenm to avo«l rid&, 28 
in purcb^tag. tOO 
in ^ M MBto rc d pn^rano, 39-40 
versus bidding* for construction 
^i^os, 120, 122 
Net ii^<mie unitrust, 142-143 
Net-|4us-ni^eup uirftrurt, 143 
Ncmineo, few record owner^p of 

s^uritks, 153 
Notifliaiidatory transfm. See Trai^fers 
Notes to financial statonen^ 202 
tlltmtrative exfaibtt trf, 225-226 

<%|ect classification of e^'^^ tires, 
187, 215 
in budgets, 16M63 
(MH^ves 
of a^otmtif^ 177 
of oommerdai ^tferpriaes vennis 
orite^ Md uiriwfsittes, 177 
of "^CVBA** reviskm, 175-176 
deftied In tmitt trf im^^m c^^ortes, 
159 

^ &iaMsa] rqmit, ^1 
of in^Uitkmal {rtantrins, 13 
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of kmg^rati^ plmnsiig. 157 
irf risk managemCTt 27 
writing ftom in torn ctf , 14, 16 
OcctiiMtfkwtal Safely ami Hci^ 
€<»nfdiai»c witli, ia «toigii, 
119 

expands Uabiliiy exposure, 60 
in popo$al rd^, 38 

requireflieiM md regutaticws 

132, 133, 134 
in fbk managenwtt^ 28 
saleiy oommbtee alw»l mamiatory 

in, 77 

0C68|»tiMal Saf^ anl Ifealtfi 
Admini^r^km 
and pe^ties 28 
»fety stmdards ftf . 131 

(rf MamgMmit and ftidgel 
(OMB) Circulars 
A«21,43.44,46,S0 
A-88, 43, 47 
A-t0a42,43 
A-IOl, 4S, 47 
(^i4iM imomii^ ^ftml, 2S 

co^kg^ nsBVtf^y, 125 
(^)eratkmal oudils, 169 
(^seration and maimenaKc, i09-ns 
(rf tttsooK^ites, 114 
taKte^i^ ItO 
in cttrrsfK funds c xp g nd i i uycs binI 

tramfers accounts, 213 
cosMtial services to*, 111-112 
fuTCitonal dassificatkm of eiqsendi- 

turesft»-, 189 
labor reiaAm f^, 110 
of l aa facap c aflMi griMmds, 113 
(N^aniz^ion and admini^ratkHi 

for, 109^110 
prograora for, ! 1 1 
recc^ 1 10 
(rf sewage systems, 1 15 
siM^fc»', 114 
tnrii^for, 110, 111 
<H^ik^ in retirement plai», 77 
Organicattoo 
for auxiliary enierpri^ 103-104 
for coikctive bargaining. 88*89 
of coHeges and umverrities, 4«6 
for inve^ment management, 149-1^ 
f<^ person!^ admit^tration, 67-68 
of idiyrical piam ^fkc^ 109"! tO 
for ^rcba^^ 95*96 
for safety, 13M32 
of security def^mei^ 126 
qionsored imigranm, 35-37 
Organizattoial unit d^siteu^ (rf 

expet^ures ai»} trailers, 187 
(^imed ^tivitto, 1(^107 
Orm^tion imgrams, in p crsom ^ 

acfaidi^r^CHi^ 69-70 
Other sources of currei^ fiu&ts revenues, 
186 

Ows^buikl^ OMtract, 172 

ftrkif^ enforcement of # by secttrity 
f^sartme^ 125 
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Parmkne m^oyees 
el^Mlity oL to vote fi» tmr^inu^ 

ttnM,84 
as seotfity aSkm, 1^129 
sttKltttt 65^ 

m putts ud etMraeis, 48-49 

legal Gi^vid^alkMS cS^ 58 

l^iqio^ review for, 38 

respMsflrflHy fk^, 36 
f^yments, unte* ^oi^cmd pi^nniB^ 47 
Pe^ion funds 

amounting asd rqw^^ 196 

M ad di tioMi Ami prnv* 178 

hnwttamtts<rf, 149 

in i»t« U» fitffi^eial ^atanott, 226 

recording revemies of, 183 
Rerfmm^ aitttits, ISl 
Pofofmance b M afc » 121 
Performaroe conditions, for grants aiKi 

o«ttrB^43^ 
f&tmmaB0 evahMioo, of pm^^ei^ 70 
P^srUmms^ measurement, of invest- 
ment management, 1 55- 1 56 
PericraiaiM sp e clfigfll kms 

in ctws t n ictkm ^oitets, 1 19 

ti»bQmbts* 104 

fcH- purdu^ing, 99 
Ferih, in^traim ^afaift 31 
PerscMUd ti^^ mtesetn^ 31 
Po'sonnei admitfstratfon, 67-71 

afllrm^ive acttai programs in, 69 

ONUraHratkka of, 67-68 

compnsation and benefts in, 68 

data for ccdiMlve baffling in, 85 

deft^67 

onpioyee relations, 69 

f^eral miuireo^ms f<^, in sponsmd 

im^ran^ 44-45 
key ftoctkm <rf, 68 
labtH- rdatk^ in, 70-71 
OTgaoiz^im nms^om^ fai, n 
orte^ioo and traimi^ in, 69-TO 
perfbrniai^ evahtatkm in, 70 
perscmnd cSfk^ in, 67-M 
Mantling and develofMnent in, 70 
ponton ci^ficatkm in, 68 
remds fai, 71 

recruitment, selection, and promotion 
int 69 

respcmsibilite ttf • in coltective 

tmnai^ng, 85 
re^cKfilMlity to, 67-M 
saf^y in, 71 

tmen^rioymci^ compensation lactora 
in, 32-33 
Phy^id |4a^, Sg€ Cmstn^tkm; 

Fadlitks dttign; Fi^iOttes plam^: 
f^Mratkm aiMl maintenance; Plant 
ftmds 

Pbyskal (Hart Aaph 1 14 
Pfek^fl^ by ttf^m, 82 
Piannii^ See FadUto jdanoi^ 

Instttutional ptai^ng 
Plantiing t^ce, 15-16 
Plant ftt^ 197-199 
ftiancial t^om ot^ 199 
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kdg^ ^cooms fm*, 2W-210 
for inv^wient in {dam, 199 
for mwwate a^ rq^i^^nu^ 1!^ 
fc^ retiremeiA of iodeMedne^ lM-199 
tffies^i^M, 197-1!« 
Pledges, to mttcs to flnandal 
ttittraieMSp 226 
^^ailMtt. See Serarity 

VooM btve^nm^ 145-147 
ci exatowroent fta^ 140 
of Ufe iocmM foods, 141, 142 
te notes ft> fbtandal s ta te m e i tf s, 226 
r^OftfattievanmoC, 184*185 

P^tfam dmificalkm, in pCTSom^ 
adrehiisiftMlM, M 

Fostseonriary e^sittba, as ^¥^^Qg 

c o no^t * 8 
PPK (iri^u^ng, i^t^rao^ning, te^^t- 
iag lyMB), pn^rmn dassitettion 
structure fof, 159 
Pre^^Miatk^ hi c^toedve 

bari^inif^ 85 
Pra- retiremem o^ng^ig, 77 
Presided 
^^KiintaMSt off 6 
as^Mfriamdiilgc^toer, 15-16, 19 
responsB^fties oi^ 4 
rede of, different fmns of 
mva^c^tai, 6 
Prfee anal]^ in ifttfd^Mteg. 100 
Wee d eto n d^ ton, hi pOTiiarii^ 

99-100 
PriM^ial fatve^igstor 
m^bctfiZB^ by, to cmmih ftmds, 40 
Wfv d agrecfiwrt Im*, 40 
hin^cHiMiott fc^ gn^ and 

coMn^ 39-40 
in flpMsmd programs, 38 
Prit^ appiovals, to pains dtid 

ocHiiractSv 40 
fhiv^ ^fts, gnmt^ iuhI wAn^ 184. 
Sre oto Gifts; GraiMs; Cratrads 
in ^tmit ci acoomits, 21 1 
toeidki^222 
Procedural ihie process 
to dff ff huf gif Md dtedi^inary 

fcKft^lty, 53-54 

fte ^Nlei^ 56-57 
Pro&toivhy, to hi^er edwation, 3 
I^ogram bui^ing, 158-160 
Program c ^ e j w ie s, m i dent i flat ^ end 

prodt^ 159 
Program classification 

al expCQ^itmm and tran^rs, 187 

^ructure fm*, 159 
Progr^ demeitts, flh^trmkm of, 159 
Projec^i mo^^ to ^amdnf, 17 
Pn^^ program, for fadUtks plamting, 
118 

nwmHkm, to pmcHuid attodnktrMkm, 
69,70 

Pnqwty ham^Mice, ^31 
MWi^ BoA GMtmA vatoations to, 30 
cteductibies in, 30 
etxpcwditBrB dassHic^km fof, 189 
p^fai,31 
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Pnm»t. See ClUef ^aifemk ofiictf 
PttblkatkNi rii^» 

fNX^iosai revi«iv fcM-, 98 

rcstrictkim of, in coatracts^ 42 

r&^rktkM» erf. in ^ms, 41 

ifi H^OAsored ptt^rams, 49 
Public rela!k>^ See also Dcvek^fMnt 

re^xmsMiby of (tev«k^snem oSker 
ituS 

folcirf chkf bimness o&er in, 8 
nrfe of piiy«ca) plant perscm^ m« 109 
rok <rf MOinty depajiment hi, 125 

PuMic safety. See S^r&y 

PuMkscrv^ 
m current fumh expenditures ami 

tr^nsSw ^ONmts, 212 
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Pu^ list. 123 
Purchase <M'dm, 100-101 

as extracts, 99, 100 

as ^tcumbraroes, 179 

in government cMtracts, 46 
Purdiadng, 95-l(Q 

bidding procedures for, 97. iOO 

biaidict orim fw, 101 

cash, 102 

cei»ral ^ores tor. 102 
check-w^b^>rder tedii^iue for, 102 
cmmiuiHcau&g rec|iiiremei^ ffn", 

98-99 
cost analy^ in, 100 
(tetegatiOT of authority for, 95*96 
ctetermining i-rice In, 99*1 <W 
fktermining quality 3Sti quantity in, 99 
emergency servi^ in, 101 
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functKHis <rf, 97-M 
in g o v e rnment coiHiwts, 46 
les^ng versus, 102 
limiM d<Nlar onfers for. 101 
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ol^ives of, 95 
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performance re<H>lfes^s in, 99 
pfi^ analyse in. 100 
procedures fte, 98-102 
receiving pro^dnm for, 102 
reqiuremems ^mtracts for, 101 
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re^NH^Uty for, 95 

of, in f acSitks planning, 98 
somce s elect i on m, 99 
^od^aticm in, !^ 
^aiemei^ of p^^s aiMl imce^ 

(fatfes fiM*, 96*97 
syU£sm comr^f^ ft^, 101-102 
vali^ atmlj^ in, 100 

(^lality 

ccHicqttiom ctf, in hi^^ cducati ro, 17 



of investmem man^meitt, 156 
erf mana^n^ in ^NH»cmd 

pn%ran»,45 
in purchasing, 99 
(^iffli^ity, in purdi^ng, 99 
(^uffli-endowme^ fumh. See Enckiwomit 
ftinib 

(^HMatkNM, m imrehad^ 100 

RadiatKNi hazwb, prt^iosal revkw 

for. 38 
Real estate 
in mMtt to financial iftatements, 226 
repmtiiv incmie <rf endoinm^ 
tevestmo^ in, 184, 193 

Recdving 
loc^kMi tWf of smq^ies, 102 
|Ay!^ plant su|^^ a resfN»3sHN&ty 
of. 114 
Records, See also Reports 
of accoumifl^ and budgetary cmitrcri 

s^tem, 164 
UsT emkywment fumls, 145 

isdmmi cmUnris, 167-tM 
for perscHmd iro^ams, 71 
phy^^ (rtant, 110 
saf^y and ^dckftt, 132 
erf securky d^wtma^ 126-127 
of sponsored i^ograiM, 47-48 
Recrustmmt 
in persom^I admlnistrBtkm, 69 
by unions, 84, 92 
Refusals to reappmnt, and facuhy 

grtevai»es,9l 
Regents, See Governing board 
Regkmal plansdng, 18. See iisa 

If^tutkmal planntflig 
ReltgkHis gnmf^ 
a^ouf^if^ tor in^utions operated 

by, 180 
gomnance by, 4 
Remedial imtruction, » stodnt 

so^ices, 188 
RcMwals ami refrt^eiMite. See FumJs 

for reMwals and refdacements 
Remmakn^ l\h\\4. See also 

CiMauciiM'. FadUtks |rfi>nniiMt 
Ri^iairs, 113-114 
RepcM fonm 
for ^ckta^ 132 
for un^e omdhk^ 1 32 
Reports. See alw Fii»nctei repc^; 
Re^mh 

annual, o^^eming bercfts {Kt^ram, 
73 

budget. 164 

of external atafitors, 172 
Mlm^f«, 104 

in^try ai^ ocaipatfa»^ illne«, 132 
intaiuilmdit, 169 
<rf iovestmeiA traiKMtkH», 152, 154 
pref^ed by cra^^t^, 21-22 
satoy and m&di^ 132-133 
<rf security itepartm^^ 126-127 
of tpam^ed pro^cts, 49-50 
Reqimt bMr prerenal (RFP), in 
qpofMred itfogranuk 39 



Request for elation (RFO) 

in purchasing, 100 

in ^iMswed pwffw^ 39 
Reipifa^MBts cmttracts, 101 
Requisite fwn, for purdiasing, 98-99 
Re^eai^. See iUso SpMsorti programs 

in currem fiimb es^mditufes and 
tra^m i^etHuns, 212 

inexhflito,222 

fin^icHial dasstficatton of expmU- 

tttfe$ f^, 188 
m ma^ ftn^icml «ea, 4 
as primary func^m, 4 
as pur^msing def^rtment activity, 97 
ResidMi^ l^ls. See Homng 
Rntrktcd current ftmcb. See also 
Currem funds 
addifem to fuml balances as, 186 
bm^M for, 161 
181 

endowment i^ome as, 184*185, 193 

fund t^lai^es erf, 182 

in gei^ral ks^r accounts, 206-207 

gwermnent a^miprbticms as, 183 

recmlif^ direct c<Ms of, 184 

rqmtit^ of , 202 
Retdl ^couming, in odkge ^ores, 106 
Retimmm See Pn»ton fumte 
R^^cnmH <rf indd^ecb^. See Funds 

ft^- retiremefit of im^Hedf^ss 
Retir^mnt fdais, 75-77. See alw 
Peoskm funds 

exchn^m altowmices in, 77 

tfn^ratim wHh sodal security in, 76 

level of benelks ku 76 

ofrttom in, 77 

ownerdifp erf bcMfits In, 76-77 
im-retirement oninseling for. 77 
reqturen^ms for participation in, 75*76 
reUremcnt age in, 76 
Revenues. See Current fufKte revmtes 
Revemie rtabtlizalkm reserves, 147-148, 
184-185 

Remlvii^ fund, as insiitulk^ loan 

foml,65 
Ri^its i&putcs 
inlabcM' rdat{ons,86 
re^rti^ by gr^vag^ procedure&, W 
mamgen^, 27-29, 33. See also 
In^irance 
ftti^tiM of mamger hi, 27-28 
r^ OH^nrf as, 28 
risk fumlmg as, 28-29 
^^mott irf polky for, 27 
Robbery insurant. SeeCriiw insumiKe 

Saf^y. 131-135. See also Smrity 
^kfem reportif^ inv^tigation, ami 

rKord-keeping fui^kms in, 

132-133 
administration policy for, 131 
a»nmittee f or, 132 
<»sMer stelten f(»-, 134-135 
en^r^^ procedures for, 134-135 
as functkm of personnel admin- 

btr^km«7t 
i ^ yect io ns fm*, 133 
inlatmate»i^ 133-134 
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c»rganization for. t3M32 

pn^Kisal review fw, 38 

simriar^ for, 133-134 
Salary comiimatkHi fircw^ms, 74 
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r»is» I8S. Scv ^iso AuxUiuy 

CQlCrjSTSCS 
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to eiMMts* 222 
rqmlifiS al, 187 
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activates, 185 
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ifiMliit»it9.222 
Salts and MifiGCs of tespitak 18S*186. 
Srr d!R7 Hospitals aid cbito 
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in eiMMts, 222 

fi»ctk»al da8sific^fa»i of cxpemU- 
turtt kfff 189 

^ ^iKloa aid« 64 
Searches ami sdmres 

in dcm^cM^ 57-S8 

police pcnvm for« 126 
S eco nd a r y boycms 

mrt permitt^ by NatiMal Labor 
Rei^iMs Act, 82 
in case of. 87 
Securities tending. i55. Set also 

Investment managenmt 
Security. 123-129. Set atsa Saf^ 

ccmmitnm^ for. in |mip»ate. 39 

kk data pro^ssing systems. 24, 39 

in snomored pn^rams, SO 
Security ftefmrtment 

MMimuinte^iiHis in. 128 

comract aiNl part*tfam services 
in. 128-129 

director of. 127 

dcctronics in« 128 

as intenml or external, ]25«I26 

Ikmw of. with aim agencies. 129 

misdoncS. 125 

organbattoi of. 126 

pc^ ro^ji^<tf. 126 

policy Md imicedures trf. 126 

tpialitetthms aiul traiiuf^ of 
peraonnel f^. 127 
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uirffMim tmd equifMnent f<^. 127, 128 
weapMsin. 127-128 
Seonity personi^ 
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ui^83 

qoalifl^tioM aiK! training for, 127 
Setectton 
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business <tfk^. 5 
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of |H^&»def». 4 

^ souim in punctest^i. 99 
Seif-in«irao«, 28-M 
Sepam^y fa^cwporated unks 

auxiliary e^orrises as, 60 

teandal reports ttf • 203 

for ^HWiOTd | tf t^aro , 37 
Stfvteed^fUM^ 107 

ifMn^p^rtiMtfa] trsmmkms erf, 182 
SevmuKc pay, ui qm»med intq^^^ X 
Sewage system, as a furcticffl erf ^ysical 

plain«llM13 
SMIey Kn^mr, 52 
''Slop ri^ts,** m9 an inventkm, 58 
Slops, phy^al plai^ 114 
Siort-term disaMlity fa^rnie |4ai^ 74 
Stort4^ inwestbv, 154-155 
Stek 78. 5ar ^ IKs^lity 

ii^omeplattt 
$inmlati<m modeto 

in inM&utftml plannlRg. 18-19 

fof imjectiiKi information pfocos^ng, 
24 

SMenmmn v. Perry, 54 
Sinkii^ fud. See Deti ssvice 
Slamter, 'mmv^ for, 31 
Sodal respmsttdtty, in bnMro^ 

managem^ 156 
Social seoirity 

in tong4erm dMHiity iwMie |^», 74 

in retirement plan, 75-77 
Specification 

hifadUtiesctesign. 119-120 

in purdiasii^ 97, 99, 100 

f(^ safety, 133 
Spending rate. In total return, 151, 193 
Sponsored pfo^Bms, 35-50* See also 
CMlr^te; Grai^ 

accei^atm (rf, 40 

accmmikig for, 46-47 

aiym^ care in, 44 

appraml of inx^Misab tor* 36 

atHlits^,47 

bBi^ ^pe^eitt fc», 42 

hudgete for, 40 

closeotM and terminatiof» of. 50 
comm^tee or board for. 37 
ciMliticHiB d perfemu^M lor pa^s 

and Gcmtr^ for, 43-50 
CMtr^ te, 41-42, 43-50 
coonttnattel of , 36 
Cost Accotmting Staidonte Bmrd 

rutes fiv, 43-44 

d^riiv in, 42 
G(M(rf,43 

£vis^ ot re^onsibility for, 36-37 

equijRMtt fw, 48 

^in^tes gI revmies and expendi- 
tures irf, 161-162 

fete^ai^tiivof, 171-172 

ftmctioiuil ctaffiifieatkm erf resrarA 
expenditures airf transfers <rf, 188 

grasiA to, 41, 43-n 

btunan M^ijects te« 44 

inqM^mematkm (rf, 40 

instteuttomi mtppmt ret^ked ft^, 36 

int^ention asdp^csit^of. 48«49 
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mtecdto^His reqtiiremetts erf. 50 
negrtiatiM erf, 39-^ 
no sq»nM <^e tor, 36 
orga^snkm to, 35-37 
payin^{||,47 
p^^scmittl in, 44-45 
pi^tey atid pi'tmiam impbcatiras 
of, 35 

priocipd investig^ter isL 38 
^to ^^ov^ to, 46 
l^^^osab to, 38*39 
ppbHcatk^ c^n^fitftes, aid data 

Of.48,49 
imrAa^ and subcontracting to, 46 

recmxis to, 47-48 
r^wlB irf, 49-50 
securfty for, 50 

s^sarmO corpufmKm or fo unoautw i 

to, 37 
seimrale ofltee to, 36-37 
st^ment oi work in, 45-46 
types ol instruniente to. 41-42 
types erf spmm fw, 40^1 
uniforniby rad co ns l rten cy fai 
irfH ilnlsti ' itfive rei yiiremct ts 
to. 45 
SpM^m* types of, 4041 
KaMUzattai reserves, 147-148, 184-185 
S^ bra^^ See Vosvky md sudf 
omems 

^andard & Poor*b MO^ock Imtai, 
OMipartotm trf i nvestm e rt resnhs 
widi,156 
Standirdft 
(orbtiildfaisB. 114 
for coBM Hiato a. 1 18 
ftf Oc«i^kN^ Satoy and HnHh 

Act. 131 
for safety. 135-134 
State 171 
&ate coordinating boards 
in lomntia tetdgetkig, 158 
in i^itutkmal fto»^ 17-18 
in f^t^gram ta^^etf^* 158 
Statement of ctwmges in fkind t^lances, 
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as a ^sk teandal stateiKnt. 178 
ilhntrative exb»ih erf, 220-221 
Stalenwi^ trf ciOTi^rt fteids rei^sftues, 
expendllures« and eittw changes. 
^1-^. See abo Fii»nciid repots 
as a b^ ftiaiKial statemei^, 178 
ilhMr^iveedMt trf. 222-223 
S t a i e mei tt of work, in grants and 

ocMracts,45^ 
Kock iimtran^ conq^es, 30 
&ockte«S^ 155 

i^Hk iMntos, fai qiwmed 
pto^cts, 50 
S^es. S:rr Ctt^i^ C^l^ Mms 
Stm^ i^mst, 142-143 
&rflm, jrfamrfi^ case erf, g7 
StiNtott a^ b^tb fatsiraM, 33 

Stud^ aid, 63-66 
^cmtnting to loans in, 191-192 
^^sdstr^tai 63-64 
awitf antships », 64 



C(»tmili€« for, 63 

d^erred i^ymem plam as, 66 

types af« 189 
&mnctal aady^ Kfvkes for« 64 
fcnnscrf, 64*66 

{Oaits ^ 64-65 

ofl^t ic^t 63t 65 

l^-lime emptoyment as, 65-66 

pyMMicd infcmnaitOQ «m« 63 

responsibiihy for, 7, 63 

sclM>iarrfii|i5 and feitow^ps as, 64 
SiiHtoit pdi«. 128 
SliKtenl security patnds, 128 
Smdest servkcs 

in currem fumk espei^ttures ami 
transfers accoums, 212 

in exhibits. 222 

fiH^kmat d^&^k» of cxpendt* 
tufts for, \SS 

as majM' fiqtctkmal area« 5 
Slutoit senrtc^oitor, 

resfmttitMltiks of, 5 

responubiiity of, fiK* iKMising, 104 
Sitidem unK»m, 105 
SutKOitracts 

in federal sponsored programs. 46 

for cmstructkm projects, 121 
Summer sesskNi. reporting revenues 

of, 179, 183 
Supervisors 

fM if^iud^ sn {^gaining unit 
with mmsuperviiors. 83 

responsibtltty aS, for cuiiiodian«, 1 1 1 

role of, in lal»or rdations, 91 
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illu^rative e&hibtt for, 224 
Su(^»iementary schedules. 202 

for additioiiai informatkm. 179 

for loan fumk, 192 
Suppliers 

relation erf, to purctesing. % 

selectkNi ^ 
Suspei&ioi», in spomomi im^ts, 50 
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10M02 

Systems riocfels and p,ogran», in 
innitutional plannii^ 18-19, See 
^so Management informatkHi 
s^ems 

Tafi-Harttey Act 81 
Taxes, 59 

Tax tLdmm Act of 1M9 
as coi^erm anmiity tn»^ 194 
as con^ntt endown^ms, 141, 146, 147 
Memmrm life tt^tm^ ftttKis, 195 

Teleptei^ systems 
as a functkm erf jdiysical |rtam« 1 14-1 15 
^ securfty, 128 

Temsre 
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in temdfKu^ am! tayi^, 53-54 

Tmn endown^^ fiii^ See Endownmt 
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Termimukms 

of iidmtfiistrative crfB^rr, 6 
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of ^K^i^ed |»ii^^t5, 50 

<rf stt|4MMt ^aff , 54 
Tesianmtt^ trui^ in^itutfons m 

tra^ees <rf, 140 
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cttdi smtenmrt frMi, 76 
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Total return, 150^151, 192*193 

foe life iiKome funds, 142, 146 
Traffic ^cktems, fmimtiM of • ^ a 

fimaicm trf seotrity i^wtamt, 125 
TraiHc comnri, pc^ pothers Em-, 126 
Traifting program 

as a personnel ftu^^ 69*70 

for security personal, 127 
Tranters 

allocated by goven^ board, 183 

irf auxiKary enterprto, 190 

in curmt Amcis expenditures ^ 
transfers acccMtms, 214 

as (Wferem ffMi expeikUtures, 187 
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189 

in exhibits. 221.222,223 
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of hiMi^fs, 

of imkpendent operations, 190 
fn»n other fttiKb, 186 
as permai^t tras»actk^ 178 
tt> and from plant funds. 197 
f^ed^ aimiunt of recdpts as. 183 
repeating ^i^wiatbn as, 193 

Trai»^ inssmnce, 31 

Trea«irer. See Chi^ lH»iness ciRm 

Treasury Circular 1075, for advaiM 
ftiat»ti^47 

Trw endowmem funds. See Emiowomit 
fim<to 

Tnmtees, See Govemiftg board 
Trust fufHh, eiHiown^ fimis 

^ 139-140 
Truth^n^le^iig laws, in sti»lMt 

loans, 65 
Tuiti<»i and fm 

as curr^ fu^ revmms, 183 

in cturent fui^ revem»s ^wttfs, 21 1 

inexhit^222 
Tuit^rmb^Hi 

exj^iKliture cla^ficatton erf. 189 

r^mUngtrf, 183 
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UiNtewn appn^MlatitMtt. defejed, 181 
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Unf^ hAw ^nctkes, 81-82 
in auttoriiy to ^(^^ 89 
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Uttiftmn ManagM^ <rf ii^tomii^ 
Pomb A^, in ^^ii^str^^ d 
eirfowm^ftmds, 139, 140-141, 145 
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